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PREFACE. 


THIS  little  book  is  intended  to  help  Articled  Clerks  during 
the  early  stages  of  their  preparation  for  the  Intermediate 
Examination  Bookkeeping  and  Auditing  Papers. 

In  preparing  it  I  have  taken  a  number  of  subjects  upon 
which  questions  have  been  frequently  set  in  the  past,  and  have 
■endeavoured  to  give  a  short  explanation  of  each,  illustrated  by 
simple  examples.  At  the  end  of  each  chapter  will  be  found  a 
number  of  questions  on  each  subject,  taken  from  old  examina- 
tion papers,  together  with  the  dates  of  the  examinations  at 
which  they  were  set. 

I  hope  that  when  the  student  has  grasped  the  explanations 
given  in  these  chapters,  and  worked  out  the  questions  set  at  the 
end  of  them,  correcting  his  answers  with  the  "  Students' 
Telephone,"  or  the  "Accountants'  Manual,"  he  will  be  better 
.able  to  continue  his  preparation,  and  improve  his  know- 
ledge by  a  study  of  works  such  as  Dicksee's  "  Bookkeeping 
for  Accountant  Students,"  Dicksee's  "Auditing,"  Pixley's 
"Auditors,"  Dicksee's  "Advanced  Accounting,"  Ranking  and 
Wiseman's  "  Executorship  Law  and  Accounts,"  Pollock's 
"  Partnership,"  and  Dawson's  "  Compendium." 

This  book  may  also  be  found  to  be  of  some  use  to  those 
preparing  for  the  examinations  of  the  Incorporated  Society  of 
Accountants  and  Auditors  and  the  Chartered  Institute  of 
Secretaries. 

ARTHUR  E.  CUTFORTH. 

Woodford  Green, 

March  1906. 


These  alterations  are  occasioned  by  the  Finance 
Act  and  Companies  Act,  1907. 


ERRATA. 


Page  10. — The  sentence  commencing  with  the  word  "  Rents,"  in  italics, 
should  appear  immediately  after  the  paragraph  headed  "  Dividends." 

Page  35. — Each  of  the  two  amounts  of  £8,000  on  this  page  should  be 
£7.000. 

Page  50. — For  "  the  date  of  the  Probate  Affidavit  "  read   "  the  date  of 
actual  payment." 

Page  50. — By  the  Finance  Act,  1907,  the  following  alterations  in  Estate 
Duty  rates  were  made  :  — 

Where  estate  exceeds    and  does  not  exceed 

£250,000 


£150,000 
250,000 
500,000 
750,000 


1,000,000 


1,500,000 


2,000,000 


2,500,000 


500,000 

750,000 

1,000,000 

1,500,000 
2,000,000 
2,500,000 
3,000,000 


7% 
8 


on  £1,000,000 
on  remainder 

on  £1,000,000 
on  remainder 

on  £1,000,000 
on  remainder 

on  £1,000,000 
on  remainder 

on  £1,000,000 
on  remainder 


the  provisions  as  to 


3,000,000  — 

Pages  88  and  89. — By  the  Companies  Act,   1907 
the  auditors'  certificate  and  report  are  amended  as  follows 

The  auditors  must  report  : 

(a)  Whether  or  not  they  have  obtained  all  the  information  and 
explanations  they  have  required  ;  and 

(b)  Whether,  in  their  opinion,  the  Balance  Sheet  referred  to  in  the 
report  is  properly  drawn  up  so  as  to  exhibit  a  true  and  correct 
view  of  the  state  of  the  company's  affairs  according  to  the  best 
of  their  information  and  the  explanations  given  to  them,  and  as 
shown  by  the  books  of  the  company. 

Page  90. — By  the  Finance  Act,  1907,  where  a  person's  income  from  all 
sources  does  not  exceed  £2,000,  that  portion  thereof  which  is  earned 
shall  be  entitled  to  such  relief  as  will  reduce  the  amount  payable  on  the 
earned  income  to  the  amount  which  would  be  payable  if  tax  were  charged 
on  that  income  at  the  rate  of  ninepence. 
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CHAPTER     I 


THE     CASH      BOOK. 


Many  of  the  simpler  accountancy  questions  set  in  the 
Intermediate  Examination  deal  with  the  Cash  Boot. 

Details  of  entries  to  be  made  are  often  given,  and  the  can- 
didate is  asked  to  rule  a  form  of  Cash  Book  suitable  for  them, 
and  to  enter  them  therein. 

Roughly,  these  cash  rulings  are  of  two  kinds :  — 

(i)  Where    all    cash    received    is    paid    into    bank,    and    all 

payments  made  by  cheque. 
(2)  Where    part    of    the    cash    received    is    kept    back    for 

payments,  the  balance  only  being  banked. 
In  Case  (1)  the  ruling  will  be  as  follows:  — 


Dr. 

Cr. 

Date 

Particulars 

6 

Dis- 
counts 

Details 

Bank 

Date 

Particulars 

0 

Dis- 
counts 

Bank 

Jan.     1 

To  J.  Jones.. 
»    S.Smith.. 
„   F.James.. 

To  Balance 
carried 
down  . . 

43 
56 

47 
£ 

£  s  d 
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1  2  7 

£    s    d 

3  4    3 

4  8     7 

£  s   d 
7  12  10 

18    9     6 

Jan.  3 

By  R.  Robin- 
son 
„    Balance 
carried 
down  . . 

87 

£ 

£sd 
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£   s   d 

8    3    9 

2 

18    9    6 

17  18    7 

1    8    5 

26    2     4 

042 

26    2    4 

Jan.     1 

•• 

17  18     7 

Here  the  cash  when  received  is  entered  in  the  debit  Details 
column,  and  when  paid  into  the  bank  the  total  is  extended  into 
the  Bank  column.  All  payments  being  made  by  cheque,  the 
only  credit  column  besides  the  Discounts  is  the  Bank  column. 
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In  Case  (2)  the  following  ruling  will  be  necessary:  — 


Dr. 

Cr. 

Date 

Particulars 
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Dis- 
counts 
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Bank 

Date 

Particulars 
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counts 

Cash 

Bank 
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4 

To  J.  Jones 
„  S.Smith 
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7  12  10 
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8    3    9 
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10 

26    2 

4 

042 

28    6  10 

26    2    4 

1     0 

0 

17  18 

7 

In  this  case  all  money  received,  whether  in  coin  or  by 
cheque,  is  entered  in  the  debit  Cash  column.  Payments  out, 
other  than  by  cheque  drawn  on  the  bank,  are  entered  in  the 
credit  Cash  column.  When  cash  is  banked  two  entries  are 
necessary :  a  debit  entry  in  the  Bank  column  and  a  credit  entry 
in  the  Cash  column.  All  cheques  drawn  on  the  bank  are 
entered  in  the  credit  Bank  column.  The  balances  therefore  of 
the  Cash  and  Bank  columns  will  show  the  balances  in  the  hands 
of  the  cashier  and  at  the  bank  respectively. 

It  is  therefore  necessary  to  examine  the  entries  given  in  the 
question  to  see  which  of  these  two  forms  of  Cash  Book  will 
be  suitable. 


There  is  yet  another  form  of  Cash  Book  often  asked  for,  and 
that  is  the  form  required  when  the  Trade  Ledgers  are  to  be 
made  self-balancing.  For  the  explanation  of  this  form,  see  the 
chapter  on  Self-balancing  Ledgers. 
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As  explained  in  Chapter  II.,  the  totals  of  the  amounts  posted 
in  the  Sales  Ledger  and  Bought  Ledger  are  entered  in  the 
Sales  Ledger  and  Bought  Ledger  columns  in  the  Cash  Book, 
and  the  totals  in  these  columns  are  posted  to  the  credit  and 
debit  respectively  of  these  Ledger  Accounts  in  the  Private 
Ledger. 

AUDIT     OF     CASH     BOOK. 

In  Auditing  Papers  the  audit,  or  part  of  the  audit,  of  the 
Cash  Book  is  not  infrequently  asked  for.  The  following  is  a 
short  summary  of  the  work  to  be  generally  performed  on  this 
book  in  the  case  of  a  trading  concern. 

RECEIPTS. 
Receipts  from  Customers. — 

The  debit  side  to  be  vouched  with  counterfoil  receipts;  and 
in  the  case  of  receipts  other  than  from  customers,  the  auditor 
should  see  as  far  as  possible  that  everything  which  should  have 
been  received  has  been  entered.     For  instance  :  — 

Sundry  Receipts.— 

Transfer  Fees. — See  the  transfers  themselves,  and  the  Minute 
Book. 

Dividends. — Ascertain  that  correct  amounts  due  have  been 
received,  and  see  the  tops  of  the  Dividend  Warrants,  where 
dividend  is  payable  by  warrant. 

PAYMENTS. 
Receipts  for  Payments  as  Vouchers.— 

Rents. — See  that  these  have  been  regularly  received  when 
due.  Vouch  the  credit  side  with  receipts,  seeing  that  these  are 
properly  made  out;  and  when  the  entry  is  to  an  Impersonal 
Account  see  that  the  receipt  is  accompanied  by  a  statement 
showing  the  nature  of  the  purchase  or  expense. 

Petty  Cash.— 

Check  all  payments  for  Petty  Cash,  into  the  Petty  Cash  Book,, 
and  vouch  this  book. 
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Wages.— 

Vouch  payments  for   Wages  with  the  Wages  Book,  and 
check  the  additions  of  this  book. 

Interest.— 

See  that  correct  amounts  are  paid. 

Dividends.— 

See  that  total  paid  is  correct  in  accordance  with  the  capital  of 
the  company,  and  the  rate  voted  as  shown  by  the  Minute  Book. 


Check  all  postings  and  additions. 

Count  the  balance  of  cash  in  hand,  and  verify  the  balance  at 
the  bank  by  writing  to  the  bank. 

Check  the  Cash  Book  with  the  Pass  Book,  seeing  whether 
sums  received  are  regularly  paid  in,  and  agree  the  balances  of 
these  two  books  after  making  allowances  for  outstanding 
cheques,  &c. 


QUESTIONS. 

In  auditing  the  Accounts  of  a  Trading  Company  detail  the 
steps  you  would  take  to  prove  the  correctness  of  both  sides  of 
the  Cash  Book. 

[Intermediate,  December  1896  and  December  1902.] 

What  form,  of  Cash  Book  would  you  recommend?  Prepare 
one,  entering  six  items  on  each  side. 

[Intermediate,  December  1897  and  June  1901.] 

Prepare  a  form  of  Cash  Book  such  as  you  would  introduce 
into  the  office  of  a  Public  or  Private  Firm,  having  regard  to 
economy  of  labour  on  the  part  of  the  bookkeeper. 

[Intermediate,  June  1895.] 

What  form  of  Cash  Book  would  you  consider  most  con- 
venient for  an  ordinary  trader  who  both  gives  and  receives 
discounts,  and  who  pays  all  moneys  he  receives  into  his  bank 
periodically,  and  makes  all  payments  by  cheque?  Is  it  neces- 
sary to  journalise  your  cash  receipts  and  payments  in  order  to 
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keep  your   accounts  by   double-entry?      Give   reasons  for   your 
reply.  [Intermediate,  December  1898  and  December  1900.] 

Give  an  illustration  of  the  form  of  Cash  Book  which  you 
would  recommend  for  a  manufacturer  who  sells  some  of  his 
goods  for  cash  and  others  on  credit,  and  who  allows  discount 
for  prompt  payment,  and  has  discount  allowed  to  him,  he 
making  some  payments  by  cheque  and  others  in  cash.  Make 
ten  typical  entries,  bring  down  the  balance  in  hand  at  the  end  of 
a  month,  and  show  the  agreement  of  the  Cash  Book  with  the 
banker's  Pass  Book.  [Intermediate,  December  1893.] 

Rule  a  form  of  Cash  Book  with  three  columns,  and  make 
therein  the  following  entries. — 1893,  Jan.  1st.,  Cash  Balance  in 
hand,  ,£69  10s.,  and  Balance  due  to  bank,  ,£1,164  5s. 
Jan.  2nd.,  Received  of  J.  Hark,  ^1,100,  less  Discount 
,£27  10s.  ;  of  W.  Hook,  ^'790,  less  Discount  j£y  18s.  ;  and 
paid  Cash  to  bank,  ^1,800.  Jan.  3rd.,  Paid  cheque  to  X.  Cook 
&  Co.,  ,£285  for  account  £300,  less  5  per  cent,  discount. 
Jan.  4th,  Paid  to  bank  Bill  Xo.  10  (due  on  the  7th),  £300; 
drawn  from  bank  for  Wages,  &c.,  £150;  and  paid  for  Wages 
£147  10s.  6d. ;  Petty  Cash  Payments,  £1  7s.  6d.  Rule  off  the 
account  and  bring  down  the  balances. 

[Intermediate,  December  1893.] 
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Balance 


a  form  of  Cash  Book  best  suited  to  record  the  following 
and  write  them  up:  — 


Cash  received  from  Sale  of  Shares     . . 

Paid  to  Bank  (on  opening  an  account) 

Paid  John  Jules,  by  Cheque 

Discount  allowed  by  him 

Paid  Wages 

Received  from  A.  Hale,  Cheque 

Allowed  him  Discount 

Paid  to  Bank        

Paid  for  Stationery,  in  Cash 

Bought  Goois  for  Cash. . 

P.iid  F.  Wales,  by  Cheque 

Discount  allowed  by  him 

Drew  from  Bank 

Cash  withdrawn  for  Personal  Expenses 

Received  for  Cash  Sales 

Received  from  W.  Robins 

Allowed  bim  Discount 

Paid  to  Bank        

down  the  balance. 
[Intermediate,  June 
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A  cashier  balanced  his  Cash  Book  at  the  end  of  a  month, 
bringing  down  a  balance  of  .£35  us.  8d.  He  then  counted  his 
cash,  and  found  he  had  only  £23  16s.  6d.  On  going  carefully 
through  the  month's  transactions  he  found  that  £9  is.  6d.  paid 
in  cash  had  been  entered  in  the  Bank  column ;  the  total  of  a 
previous  page  of  receipts,  .£503  5s.  od.,  was  brought  forward 
on  to  the  following  page  as  £505  3s.  od.  The  discount  10s., 
on  an  account  paid  by  cheque  had  been  entered  in  the  Cash 
column  as  a  payment  instead  of  in  the  Discount  column.  £2 
received  from  a  partner  for  payment  of  a  private  account  had 
been  included  in  the  cash  in  hand,  but  not  entered  in  the  Cash 
Book.  Rule  a  form  of  Cash  Book,  enter  the  balance  brought 
down,  and  make  entries  to  correct  the  errors  above  mentioned. 
How  should  the  deficiency  in  cash  still  unaccounted  for  be  dealt 
with?  [Intermediate,  December  1898.} 
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CHAPTER     II. 


SELF  -  BALANCING      LEDGERS. 


Questions  on  the  principle  involved  in  Total  Ledger 
Accounts  occur  frequently  in  both  bookkeeping  and  auditing 
examination  papers.  In  businesses  where  the  postings  to  Trade 
Ledgers — that  is,  to  Bought  and  Sold  Ledgers — form  a  large 
proportion  of  the  detail  work,  it  is  of  great  convenience  to 
arrange  a  system  of  proving  the  accuracy  of  these  postings, 
apart  from,  the  rest  of  the  Double-entry  System  of  the  concern. 
To  effect  this  an  account  is  opened  in  the  Private  Ledger 
called  "  Sales  Ledger  Account,"  or  "  Bought  Ledger  Account," 
as  the  case  may  be.  To*  the  debit  and  credit  of  this  account 
are  posted  in  total  all  the  amounts  which  in  detail  have  been 
posted  to  the  debit  and  credit  of  the  Trade  Ledgers.  For 
instance,  in  an  ordinary  Sales  Ledger,  the  items  in  the  Sales 
Day  Book  are  posted  to  the  debit  of  the  different  accounts ;  the 
total  of  the  Day  Book  is  posted  to  the  debit  of  the  Sales  Ledger 
Account. 

In  the  same  way,  the  Returns  Book  items  are  posted  to  the 
credit  of  the  accounts  in  the  Sales  Ledger;  the  total  of  the 
Returns  Book  is  posted  to  the  credit  of  Sales  Ledger  Account. 
The  totals  of  Cash  received,  and  of  Allowances  and  Discounts, 
are  similarly  posted  to  the  credit  of  Sales  Ledger  Account,  as 
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the  items  composing  these  totals  have  already  gone  in  detail  to 
the  credit  of  the  many  accounts  in  the  Sales  Ledger. 

The  Sales  Ledger  Account,  when  complete,  forms  then  a 
summary  of  all  the  accounts  in  the  Sales  Ledger,  and  the 
balance  of  it  should  agree  with  the  total  of  all  the  balances  in 
the  Sales  Ledger. 

The  effect  of  the  system  is  then  to  throw  the  Sales  Ledger 
altogether  outside  the  Double-entry  System,  and  to  substitute  in 
its  place  the  Sold  Ledger  Account.  In  this  way  all  the  comr 
ponents  of  the  Trial  Balance  (excepting,  of  course,  the  Cash 
Balance)  are  found  in  the  Private  Ledger.  The  system,  can  be 
extended  so  as  to  have  separate  Sales  Ledger  Accounts  for  each 
Sold  Ledger,  and  it  applies  equally  well,  of  course,  to  the 
Bought  Ledger. 

The  only  alteration  in  the  ruling  of  the  books  of  account  that 
is  necessary  is  for  the  Cash  Book  to  have  separate  columns  for 
each  Total  Ledger  Account,  and  also  separate  columns  in  Day 
Books  and  Returns  Books. 

This  may  seem,  to  involve  a  good  deal  of  additional  work,  but, 
on  the  other  hand,  it  saves  much  time  in  posting. 

From  an  auditor's  point  of  view,  Total  Ledger  Accounts  are 
of  great  value ;  as,  provided  that  different  clerks  post  the 
Trade  Ledgers  and  keep  the  Total  Ledger  Accounts,  an  internal 
check  is  formed  which  may  save  the  auditor  much  checking  of 
detail. 

Specimens  of  Sales  Ledger  and  Bought  Ledger  Accounts  are 
appended. 
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Dr. 


SALES  LEDGER  ACCOUNT. 


Cr. 


Jan.     i 

3t 

To  Balance     (agreed 
with  Sold  Ledger 
Balances) 
„    Sales   for    Month 

£ 

To   Balance  brought 
down  (agreed 
with  Total  Sold 
Ledger  balances 
on  this  date)    .. 

£ 

2,000 
346 

s 

8 
4 

-1 

Jan. 31 

By  Cash  received  for 

month  . . 
,,    Returns     for 

month  . . 
„    Discounts  for 

month  . . 
„    Allowances      for 

month  . . 
„    Balance    carried 

down     . . 

£    s   d 

400    8    2 

20  14    6 

40    2    0 

3    9    7 

1,882     7     5 

2,346 

12 

•  | 

£2,346  12     8 

Feb.    i 

1,882 

7 

5 

Di 


BOUGHT  LEDGER  ACCOUNT. 


Cr. 


Jan.  31 


To  Returns  for  month 
„    Cash    paid   for 

month    . . 
„    Discounts 
„    Balance      carried 

down      


£    s  d 

32   7  3 

1,020   3  7 

180  17  2 

395    1  9 


1,628   9   9 


Jan.    1 
3i 


Feb.  1 


By  Balance  (agreed 
with  Bought 
Ledger  balances) 

By  Purchases  for 
month 


By  Balance  brought 
down  (agreed 
with  Total  Bought 
Ledger  balances 
on  this  date) 


£     b    i 

386    2     6 
1,242     7     3 


£1,628    9    9 


395     1     9 


QUESTIONS. 

In  the  course  of  an  audit  you  are  asked  to  institute  a  system 
by  means  of  which  each  Personal  Ledger  kept  could  be 
separately  balanced.  Write  a  short  report  to  the  accountant  of 
the  concern,  instructing  him  how  to  proceed. 

[Intermediate,  December  1902.] 

You  are  Auditor  to  a  trading  concern,  in  which  the  postings 
of  the  Purchases  and   Sales  to  the  Personal  Accounts  in   the 
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Ledgers  are  so  voluminous  as  to  render  it  impracticable  to  check 
them  in  detail.  How,  in  this  event,  would  you  verify  the 
amounts  appearing  in  the  Trading  Account  in  respect  of 
Purchases  and  Sales  respectively?  State  what  tests  you  would 
apply  in  the  course  of  such  verification. 

[Intermediate,  December  1902.] 

Advise  as  to  the  best  method  for  a  system  whereby  the 
respective  Sales  and  Purchases  Ledgers  of  a  business  may  be 
separately  balanced,  and  by  which  the  General  Ledger  clerk  can 
without  reference  to  the  subsidiary  Ledgers  balance  his  books 
independently.  [Final,  June  1901.] 

In  a  business  in  which  the  number  of  customers  and  of 
entries  in  the  books  is  very  large,  necessitating  the  use  of 
several  Ledgers,  what  system,  would  you  recommend  with  a  view 
to  readily  localising  any  error  in  the  Trial  Balance?  Explain 
the  working  of  your  system.  [Final,  December  1896.] 
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CHAPTER     III 


OPENING   ENTRIES  OF  JOINT  STOCK   COMPANIES. 


Questions  on  the  opening  entries  to  be  made  in  the  books 
of  newly-formed  limited  companies,  and  the  further  entries  to 
be  made  on  the  issuing  of  capital  to  the  public,  are  among  the 
most  common  set  at  examinations.  Perhaps  the  explanation  of 
a  simple  example  or  two  will  be  the  best  means  of  showing  how 
and  why  the  entries  are  made. 

A  company  is  formed  with  a  nominal  capital  of  ^100,000  in 
100,000  shares  of  jQi  each.  The  directors  decide  to  issue  all 
the  shares  to  the  public  in  January  1900,  payable  2s.  6d.  per 
share  on  application,  and  5s.  per  share  on  allotment.  Applica- 
tions are  received  for  exactly  the  100,000  shares,  and  the 
directors  on  February  1st  allot  to  different  applicants  the  shares 
on  offer.  To  record  this  transaction  a  Journal  entry  is  made  in 
the  books  of  the  company  as  follows  :  — 

Sundry   Shareholders'   Application   and  Allot- 
ment Account       ..  ..  ..  ..       Dr.   ^37,500 

To  Share  Capital  Account  ..  ..  £37,500 

Being  the  amounts  payable  on  application  for  and  allotment  of 
100,000  shares  of  £1  each,  viz. : — 

2s.  5d.  per  Share  on  Application,  and 
5s.  per  Share  on  Allotment. 

The  reason  for  this  entry  being  made  is  that  the  shareholders 
who  have  applied  for  these  shares  have  thus  rendered  them- 
selves   liable    for    the    amounts    payable    on    application    and 


ACCOUNTANCY  PAPERS  OF  THE  INTERMEDIATE.       1 9 

allotment,  and  as  the  shares  have  been  allotted  to  them  they 
are  debtors  for  the  application  and  allotment  money.  There- 
fore, "  Sundry  Shareholders'  Application  and  Allotment 
Account,"  or,  as  it  is  generally  called  for  the  sake  of  shortness, 
"  Application  and  Allotment  Account "  is  debited  with  the 
amount  due,  and  "  Share  Capital  Account "  is  credited,  as  this 
is  the  sum  total  of  the  capital  payable  by  shareholders  to  date. 

Meanwhile  the  various  sums  which. these  shareholders  have 
enclosed  with  their  applications  have  been  entered  on  the  debit 
side  of  the  Cash  Book.  These  amounts  are  thence  posted  to 
the  credit  of  the  "  Application  and  Allotment  Account,"  and 
when  the  allotment  money  comes  in  it  is  debited  in  the  Cash 
Book  and  credited  to  the  "Application  and  Allotment 
Account "  in  the  same  way.  This  "  Application  and  Allotment 
Account "  is  a  Personal  Account  with  all  the  shareholders,  and 
the  debit  balance  on  it  gradually  gets  reduced  as  the  cash  comes 
in,  until,  by  the  time  every  shareholder  has  paid  his  allotment 
money,  it  shows  no  balance  at  all.  As  the  cash  received  is 
credited  to  each  shareholder's  account  in  the  Share  Register,  it 
will  be  seen  that  the  total  balances  of  the  Share  Register  can 
be  agreed  with  the  total  of  the  Share  Capital  Account  in  the 
Private  Ledger. 

We  will  now  consider  that  in  the  case  of  the  above  company 
the  directors  decide  to  make  a  first  call  of  5s.  a  share  on 
1st  March  1900,  and  on  the  1st  June  1900  a  second  and 
final  call  of  7s.  6d.  Again  the  entries  are  on  the  same  principle 
as  those  made  when  the  shares  were  allotted.  The  following 
entry  is  put  through  the  Journal :  — 

First  Call  Account          . .         . .          . .  Dr.    ^25,000 

To  Share  Capital  Account        ..  ..                      £25,000 

Being   First   Call  of  5s.   a   Share   on  100,000   Shares,   made 
1  st  March  1900. 

B    2 
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The  sums  received  on  account  of  this  first  call  are  debited  in 
the  Cash  Book,  and  posted  to  the  credit  of  First  Call  Account, 
so  that  the  balance  of  this  account  at  any  time  shows  the  total 
amount  still  unpaid  on  account  of  first  call. 

The  Journal  entry  for  the  final  call  is  made  in  just  the  same 
way,  viz. :  — 

Second  Call  Account      . .          . .  . .  Dr.    £37,500 

To  Share  Capital  Account  . .  . .                       ;£37i5°° 

Being  Second  and  Final  Call  of  7s.  6d.  a  Share  on  100,000 
Shares,  made  1st  June  1900. 

The  cash  received  on  account  of  this  call  is  posted  to  the 
credit  of  Second  Call  Account. 

Assuming  that  all  cash  has  been  received  when  due,  the 
accounts  affected  will  show  as  follows :  — 


Dr. 


CASH  BOOK. 


Cr. 


1900 
Jan.     1 


Feb.    1 


Mar.  1 


June  1 


To  Sundry  Shareholders' 
Application  and  Allot- 
ment Account,  being 
Cash  received  on 
application  for  100,000 
Shares  at  2s.  6d.  a 
Share 12,500 

„  Sundry  Shareholders' 
Application  and  Allot- 
ment Account,  being 
Cash  received  on 
allotment  of  100,000 
Shares  at  5s.  a  Share  25,000 

„  First  Call  Account, 
being  Cash  received 
on  account  of  First 
Call  made  this  date 
on  100,000  Shares  at 
5s.  a  Share     . .         . .    25,000 

„  Second  Call  Account, 
being  Cash  received 
on  account  of  Second 
and  Final  Call  made 
this  date  on  100,000 
Shares  at  7s.  6d.  a 
Share 37.5°o 

£100,000 
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Dr. 


APPLICATION  AND  ALLOTMENT  ACCOUNT. 


Cr. 


1900 

£ 

1900 

£ 

Jan.    1 

To  Share  Capital  Account, 

Jan.   1 

By  Cash,  being  amount  re- 

for   amount   payable 

ceived  on  application 

on      application     for 

for  100,000  Shares  at 

100,000      Shares      at 

2s.  6d.  a  Share          . .    12,500 

2s.  6d.  a  Share       ..    12,500 

Feb.  1 

„  Cash,  being  amount  re- 

Feb.   1 

„    Share  Capital  Account, 

ceived  on    allotment 

for  amount    payable 
on  allotment  of  100,000 

of  100,000  Shares  at 

5s.  a  Share     . .         . .   25,000 

Shares  at  5s.  a  Share  25,000 

£37.5oo 

£37,5oo 

^^~ ""^ 

— ~"~^~* 

FIRST  CALL  ACCOUNT. 


1900 
Mar.  1 


To  Share  Capital  Account, 
for  amount  payable 
on  First  Call  on 
100,000  Shares  at  5s. 
a  Share 


By  Cash,  being  amount  re- 
ceived on  account  of 
First  Call  of  5s.  a 
Share  on  100,000 
Shares 


25,000 


£25,000 


SFXOND  CALL  ACCOUNT. 


1900 
June   1 


To  Share  Capital  Account, 
for  amount  payable 
on  Second  and  Final 
Call  on  100,000  Shares 
at  7s.  6d.  a  Share     .. 


By  Cash,  being  amount  re- 
ceived on  account  of 
Second  and  Final  Call 
of  7s.  6d.  a  Share  on 
100,000  Shares 


37,500 


£37,5oo 
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SHARE  CAPITAL  ACCOUNT. 


1900 
Jan.    1 


Feb.  1 


Mar.  1 


June 


By  Application  and  Allot- 
ment Account,  being 
amount  payable  on 
application  for  100,000 
Shares  at  2s.  6d.  a 
Share 12,500 

„  Application  and  Allot- 
ment Account,  being 
amount  payable  on 
allotment  of  100,000 
Shares  at  5s.  a  Share  25,000 

„  First  Call  Account, 
being  amount  payable 
on  account  of  First 
Call  of  5s.  a  Share  on 
100,000  Shares  ..    25,000 

„  Second  Call  Account, 
being  amountpayable 
on  account  of  Second 
and  Final  Call  of 
7s.  6d.  a  Share  on 
100,000  Shares  . .    37, 500 


£100,000 


In  this  particular  case,  as  the  whole  of  the  sums  due  have 
been  received,  the  debit  balance  of  the  Cash  Book  equals  the 
credit  balance  of  Share  Capital  Account,  but  if  some  calls  were 
in  arrear  the  Call  Account  would  show  a  debit  balance  consist- 
ing of  the  total  unpaid.  If  these  calls  are  in  arrear  when  the 
company's  accounts  are  made  up,  the  Capital  Account  on  the 
liabilities'  side  of  the  Balance  Sheet  would  show  as  follows  :  — 


Authorised. — 100,000  Shares  of  £1  each 

Issued. — 50,000  Shares  of  £1  each    . . 
Less  Calls  in  arrear  . . 


/ioo.ooo 

50,000 
50 


£49>95o 


We  will  now  consider  a  simple  case  of  the  sale  by  an 
individual  of  his  business  to  a  limited  company,  and  the  entries 
to  be  made  in  the  company's  books. 
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W.    Jackson    sells    his    business    to    a    limited    company    for 
^100,000.    This  amount  is  payable  to  him  as  follows  :  — 

^50,000  in  Ordinary  Shares. 
^50,000  in  Cash. 

The  following  are  his  assets  taken  over  by  the  company:  — 


Stock-in-Trade 

;fl2,000 

Cash  at  Bank 

4,000 

Book  Debts 

26,000 

Land  and  Buildings 

30,000 

Plant  and  Machinery 

Total 

8,000 

80,000 

He  has  no  liabilities. 

The  remaining  50.000  shares  are  issued  to  the  public,  pay- 
able 5s.  on  application,  and  the  balance  on  allotment. 


The  first  Journal  entry  to  be  made  in  the  company's  books 
must  open  up  accounts  for  the  various  assets  acquired  by  the 
company,  and  give  the  vendor  credit  for  the  purchase-price. 
It  will  be  seen  that  the  value  of  the  assets  is  ,£80,000,  while 
for  them  Jackson  apparently  wants  £100,000.  This  is 
accounted  for  by  the  fact  that  Jackson  is  giving  the  public  a 
share  in  a  profitable  business,  which  is  of  more  value  than  are 
the  actual  assets  employed  in  it,  so  that  the  difference  cf 
£20,000  represents  the  value  of  the  goodwill  of  the  concern, 
which  goodwill  is  an  asset. 


Sundries 

. .       Dr. 

To  Vendor 

Stock-in-Trade 

^12,000 

Cash  at  Bank  . . 

4,000 

Book  Debts      . . 

26,000 

Land  and  Buildings  . 

30,000 

Plant  and  Machinery. 

8,000 

Goodwill 

20,000 

;£ioo,ooo 
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This,  then,  is  the  Journal  entry  for  the  above  assets  and 
goodwill,  taken  over  from  Jackson  at  a  purchase-price  of 
jQi  00,000  as  per  agreement. 

Jackson  is  now  given  50,000  ordinary  shares  in  part  payment 
of  the  purchase-price,  and  this  is  recorded  in  the  Journal  as 
follows  :  — 


Vendor       . .  . .  . .  . .  . .       Dr.     £50,000 

To  Share  Capital  Account  . .  . .  £50,000 

Being  50,000  Ordinary  Shares  of  £1  each,  issued  as  fully  paid, 
allotted  to  W.  Jackson  in  part  payment  of  the  purchase  price. 

When  the  remaining  50,000  shares  are  allotted  to  the  public 
the  entry  is — 

Application  and  Allotment  Account  . .       Dr.     £50,000 

To  Share  Capital  Account  . .  . .  £50,000 

Being  5s.  a  Share  on  Application  and  15s.  a  Share  on  Allot- 
ment of  50,000  Shares  of  £1  each. 


As  in  the  previous  example,  the  Application  and  Allotment 
Account  is  wiped  out  by  the  cash  received  from  the  various 
shareholders. 

When  sufficient  cash  has  been  received,  ,£50,000,  the  balance 
of  the  purchase-price,  is  paid  to  W.  Jackson,  whose  account 
with  the  company  is  thus  closed. 

The  Share  Capital  Account  shows  as  follows  :  — 

Dr.  SHARE  CAPITAL  ACCOUNT.  Cr. 


By  Vendor's  Account,  being  50,000 
fully  paid  Ordinary  Shares 
allotted  to  him  in  part  pay- 
ment of  purchase  price  . .  50,000 
„  Application  and  Allotment  Ac- 
count, being  5s.  a  Share  on 
application  for,  and  15s.  a 
Share  on  allotment  of,  50,000 
Shares  of  £1  each  issued  to 
the  public  50,000 
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The  Vendor's  Account  shows  thus  :  — 

VENDOR. 

.  _ 

To  Share  Capital  Account,  being  By  Sundry  Assets  ancT  Goodwill, 

50,000  Ordinary  Shares  of  £1  purchased  as  perfcagreement   100,000 

each,  issued  as  fully  paid,  in 
part  payment  of  the  purchase 

price        50,000 

„    Cash,   being  balance   of   pur- 
chase price        50,000 


£100,000 


£100,000 


As  particulars  of  the  auditor's  duty  with  regard  to  opening 
entries  of  joint-stock  companies'  books,  and  the  issuing  of 
capital,  are  often  required  in  Auditing  papers,  a  short  summary 
of  his  work  in  this  respect  will  not  be  out  of  place  here. 

The  Auditor  should 

Read  the  Memorandum  of  Association  and  Articles  of 
Association  to  ascertain  the  rules  and  regulations  with 
which  the  company  has  to  conform. 

See  from  the  Memorandum  that  the  capital  issued  is 
within  the  amount  authorised  to  be  issued. 

Read  the  agreement  with  the  vendor,  and  see  that  its 
terms  have  been  complied  with. 

Check  the  entries  on  the  Application  and  Allotment 
Sheets  with  the  actual  application  letters  received. 

See  the  minute  in  the  Minute  Book  of  the  directors' 
decision  as  to  shares  allotted.  (The  directors  often  also 
initial  or  sign  the  Allotment  Sheets.) 

See  that  amounts  payable  on  application  and  allotment 
have  been  actually  received  and  banked,  and  verify  the 
balance  at  the  bank. 

In  the  case  of  calls  being  made,  read  the  minute  as  to 
the  call;  check  sums  received  into  the  bank,  and  verify  the 
bank  balance. 

Check  the  postings  of  the  Application,  and  Allotment 
Sheets  into  the  Share  Ledger,  and  also  the  cash  received 
on  account  of  calls,  and  see  that  the  total  balances  of  the 
Share  Ledger  equal  the  total  amount  received,  after  taking 
into  account  shares  issued  otherwise  than  for  cash. 


26  EARLY  STAGES  OF  PREPARATION  FOR  THE 

QUESTIONS. 
Audit.— 

You  are  instructed  to  Audit  the  first  year's  Accounts  of  a 
Limited  Company.  Describe  your  course  of  procedure,  and 
mention  the  various  books  and  documents  you  would  neces- 
sarily have  to  examine. 

[Intermediate,  December  1900,  December  1901,  &c] 

Share  Capital.— 

How  would  you  verify  the  amount  of  Paid-up  Capital  stated 
in  the  Balance  Sheet  of  a  Limited  Company  submitted  to  you 
for  audit?  [Intermediate,  December  1899.] 

A  Company  was  registered  on  the  1st  of  January  1898.  On 
the  10th  of  February  4,000  shares  were  allotted,  2s.  6d.  per 
share  being  due  on  application,  and  2s.  6d.  per  share  due  on 
allotment.  On  April  30th  a  first  call  of  5s.  per  share  was  made, 
and  on  June  30th  a  second  call  of  the  same  amount.  Give  the 
Journal  entries  for  recording  the  above  transactions. 

[Intermediate,  December  1898.] 

A  Business  is  purchased  by  a  Company  for  £360,000.  The 
Capital  of  the  Company  is  to  consist  of — 

,£150,000  in  15,000  Ordinary  Shares  of  £10  each, 
£150,000  in  15,000  Preference  Shares  of  £10  each, 

of  which  1  os.  per  share  is  payable  on  application,  £4  10s.  en 
allotment,  £2  10s.  in  six  weeks  after  allotment,  and  the  balance 
in  three  months. 

There  is  also  a  Debenture  Issue  of  £100,000,  payable  20  per 
cent,  on  application,  and  the  balance  on  allotment. 

The  consideration  given  to  the  vendors  is  7,500  fully-paid 
Ordinary,  and  7,500  fully-paid  Preference  Shares,  £60,000 
in  Debentures,  and  £150,000  in  Cash. 

Assuming  all  payments  to  have  been  made  when  due,  make 
the  necessary  entries  in  the  books. 

[Intermediate,  December  1899.] 


ACCOUNTANCY  PAPERS  OF  THE  INTERMEDIATE. 


27 


A  Limited  Company  was  formed  to  take  over  the  business  of 


a   private    firm,    which    had 
represented  as  follows  :  — 


assets    amounting    to    ^£6 40,000, 


Land,  Buildings,  and  Plant 
Materials  and  Stores 
Work  in  Progress 

Book  Debts 

Cash  in  Bank 
Cash  in  Hand 

£ 

420,000 

23,500 

132,000 
90,000 

26,500 

500 

Less  Trade  Creditors 

£692,500 
52,500 

^"640,000 

for  the  sum  of  ^800,000,  payable  ^200,000  in  fully-paid 
Preference  Shares,  _£ioo,ooo  in  fully-paid  Ordinary  Shares, 
,■£200,000  in  Debentures,  and  the  balance  in  cash. 

The  Share  Capital  of  the  Company  was  300,000  Preference 
Shares  of  £1  each,  ^200,000  Ordinary  Shares  of  jQi  each, 
and  the  Debenture  Capital  ^300,000  4  per  cent.  Redeemable 
Stock,  the  Share  Capital  other  than  that  issued  in  payment  of 
purchase-money  being  payable  2s.  per  share  on  application,  8s. 
per  share  on  allotment,  10s.  per  share  six  weeks  after  allotment, 
and  the  Debenture  Stock,  other  than  that  issued  in  payment  of 
purchase-money,  10  per  cent,  on  application,  50  per  cent,  on 
allotment,  and  the  balance  six  weeks  after  allotment. 

Make  the  necessary  Journal  entries  in  the  Company's  books. 

[Intermediate,  June  1902.] 


In  the  first  published  Balance  Sheet  of  a  Company  its  Share 
Capital  is  stated  as  follows:  — 

"  To'  Ordinary  Share  Capital,  100,000  Shares  of  -£i  each, 
fully  paid,  ^100,000." 

On  examination  you  find  this  consists  of:  — 

50,000  Shares  issued  fully  paid  to  the  vendor. 

25,000   Shares  issued  fully  paid  to   other  persons   at  the 
request  of  the  vendor. 

25,000  Shares  applied  for  and  paid  up  in  cash. 

What  course  would  you   adopt,   as  Auditor,   before  passing 
this  entry?  [Final,  December  1898.] 
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CHAPTER     IV. 


DEPRECIATION. 


Questions  on  Depreciation  occur  very  frequently  both  in 
Bookkeeping  and  Auditing  papers.  The  candidate  is  often 
asked  to  choose  between  different  methods  of  depreciating  a 
certain  asset  under  certain  conditions,  and  to  state  the  effect 
each  method  has  on  the  Revenue  Accounts  of  each  year  of  the 
asset's  life.  Many  questions  also  are  set  with  the  idea  of  bring- 
ing out  the  difference  between  the  legal  views  and  the  sound 
financial  views  as  to  the  necessity  of  providing  for  depreciation 
of  assets  of  joint-stock  companies. 

Depreciation  has  been  defined  as  the  Shrinkage  in  Value  of 
any  asset  owing  to  use,  Effluxion  of  Time  by  its  becoming 
obsolete,  or  from  any  other  cause. 

The  following  are  methods  of  treating  depreciation  of  an 
asset :  — 

(i)  By  writing  off  a  fixed  percentage  on  the  diminishing  value 
of  the  asset. 

The  effect  of  this  method  is  that  larger  sums  are  written  off 
in  early  years,  as  repairs  are  light  when  the  asset  is  new  and 
increase  with  its  age.  The  whole  effect  is  to  charge  Revenue 
with  more  or  less  equal  amounts  each  year. 

(2)  By  writing  off  a  fixed  proportion  of  the  original  value. 

Here  the  same  sum  is  charged  to  Revenue  in  respect  of  depre- 
ciation each  year,  and  acts  fairly  on  each  year,  if  repairs  remain 
about  constant. 

(3)  By  writing  off  a  fixed  proportion  of  the  original  value,  less 

interest  at  a  fixed  rate  on  the  diminishing  value. 
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This  method  is  more  scientific  than  the  two  preceding,  and 
requires  some  explanation.  The  effect  of  crediting  the  Asset 
Account  each  year  with  a  fixed  sum,  and  debiting  it  with  a 
gradually  diminishing  sum,  has  the  net  result  of  throwing  the 
smaller  burden  on  the  early  years.  The  reason  for  this  is  that 
the  sums  written  off  the  asset  remain  in  the  business,  and  the 
business  has  an  increasing  benefit  from  them  as  they  accumulate. 
Therefore,  to  compensate  for  this,  the  business  is  credited  with 
diminishing  amounts  of  interest  which  counteract  the  increasing 
benefit  from  amounts  written  off.  The  following  is  the  Ledger 
Account  of  an  asset  showing  this  system  of  depreciation  in 
operation  :  — 


ASSET    ACCOUNT. 


1900 
Jan.     1 

Dec.  31 


1901 
Jan.     1 

Dec.  31 


1902 
Jan.     i 

Dec.  31 


1903 
Jan.     1 


£    s   d 

To  Balance  . .         . .   |    1 ,000    o  o 

„   Interest   (5%  on  | 
/i,ooo).. 


To  Balance  brought 
down    . . 
„   Interest   (5%  on 
£950)    .. 


To  Balance  brought 
down    . . 
„   Interest   (5%  on 
£897  ios.)       . . 


To  Balance  brought 
down    . . 


£i,c-5C 

0 

0 

950 
47 

0 
10 

0 
0 

£997 

10 

0 

897 
44 

10 

17 

0 
6 

£942 

7 

6 

842     7    6 


1900 
Dec. 31    By  Depreciation 
written    off'    at 
10%      . . 
,    Balance    carried 
down 


1901     I 
Dec.  31  ;  By  Depreciation 
written  off 
„        „    Balance    carried 
down 


1902 
Dec.  31    By  Depreciation 
written  off 
„        „    Balance    carried 
down    . . 


£     s     d 


100 

0 

0 

950 

0 

0 

£1,050 

0 

0 

100 

0 

0 

897 

10 

0 

£997 

10 

0 

100 

0 

0 

842 

7 

6 

£942 

7 

6 

From,  the  above  example  it  will  be  seen  that  the  net  charge 
to  Revenue  each  year  is — 

1900        . .        £10°    less    £5°  •  •        ^5°    0    o 


1901 
1902 


100 
100 


47  10 
44  17 


o 

52  10 
55     2 


the  gradually  increasing  charge  being  compensated  for  by  the 
use  in  the  business  of  the  sums  set  free  by  the  amounts  written 
off  as  stated  above. 
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(4)  By  setting  aside  a  fixed  proportion  of  the  original  value 
and  investing  it  outside  the  business. 

This  is  known  as  the  Sinking  Fund  method.  Its  advantage 
is  that,  when  the  time  arrives  at  which  the  asset  has  to  be 
renewed,  there  is  an  invested  fund  which  can  immediately  be 
realised,  and  a  new  asset  purchased  with  the  proceeds.  Had 
the  sums  been  invested  in  the  business  instead  of  outside  it,  it 
might  be  impossible  to  purchase  the  new  asset  when  the  time 
came,  owing  to  insufficiency  of  cash ;  but  if,  as  is  generally  done, 
the  additions  to  the  fund,  are  periodically  invested  in  gilt-edged 
securities,  and  the  interest  on  these  added  to  the  fund,  a  readily 
realisable  asset  exists,  the  proceeds  of  which  can  be  used  to 
replace  the  used-up  asset. 

While  on  this  subject,  it  may  be  well  to  mention  that  Sinking 
Funds  are  most  commonly  used  to  meet  a  liability  which  will 
accrue  at  a  certain  future  date ;  as,  for  instance,  the  redemp- 
tion of  debentures,  or  to  provide  funds  necessary  for  rebuilding, 
&c,  at  the  expiration  of  a  lease. 

The  following  are  the  entries  which  might  appear  in  the  books 

of  a  concern  inaugurating  a  Sinking  Fund  :  — 

1900  £  £ 

Dec.  31     Profit  and  Loss  Account         . .       Dr.         100 

To  Sinking  Fund  . .  . .  100 

(For  yearly  amount  set  aside) 
1901 
Jan.      1     Investment  of  Sinking  Fund  A/c.    Dr.         100 

To  Cash     . .  . .  . .  . .  100 

(For  Investment  of  amount  set  aside) 

Dec.  10     Cash        . .  . .  . .  . .       Dr.  3 

To  Sinking  Fund. .  ....  3 

(For  Interest  received  on  Investment) 

31     Profit  and  Loss  Account         ..       Dr.         100 

To  Sinking  Fund  ..  ..  100 

(For  yearly  amount  set  aside) 
1902 
Jan.      1     Investment  of  Sinking  Fund  A/c.    Dr.         103 

To  Cash    . .  . .  . .  . .  103 

(For    Investment    of    amount    set 
aside  and  Interest  received) 
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The  result  on  the  Balance  Sheet  of  these  entries  is  that  the 
investment  of  the  Sinking  Fund  appears  as  an  asset  on  the 
credit  side,  and  the  amount  of  the  Sinking  Fund  on  the  debit 
side,  and  the  amount  the  Sinking  Fund  is  in  excess  of  the 
Investment  Account  represents  the  sums  set  aside  as  yet 
uninvested. 

* 

Mention  was  made  at  the  beginning  of  this  chapter  of  the 
view  the  law  takes  as  to  the  necessity  of  joint-stock  companies 
providing  for  depreciation  in  their  accounts. 

As  a  rule,  the  candidate  for  the  Intermediate  Examination  is 
not  expected  to  burden  his  mind  with  many  cases,  but  the 
following  are  three  most  important  ones,  bearing  on  the  subject 
of  depreciation,  and  can  be  quoted  in  answer  to  many  ques- 
tions set  in  Auditing  Papers.  Briefly,  the  decisions  were  as 
fellow  :  — 

(1)  Lee  v.  Ncuchdtel  Asphalte  Co.,  Lim. — Held,  that  a  company 
may  by  its  Articles  of  Association  provide  for  the  distribution 
of  profits  arrived  at  before  making  good  the  depreciation  of 
fixed  assets.  In  other  words,  there  was  nothing  to  prevent  a 
company  formed  to  work  property  of  a  wasting  nature  from 
dividing  amongst  its  shareholders  any  excess  of  money  obtained 
by  working  the  property  over  the  costs  of  working,  so  long  as 
sufficient  assets  remain  to  pay  the  company's  debts. 

(2)  Verner  v.  The  General  and  Commercial  Investment  Trust, 
Lim. — The  decision  here  was  that  a  company  could  not  be  pre- 
vented from  declaring  a  dividend  out  of  current  profits  on  the 
ground  that  the  capital  of  the  company  is  not  intact.  The  com- 
pany in  question  was  allowed  to  declare  a  dividend  without 
providing  for  depreciation  of  its  investments. 

(3)  Wilmer  v.  McNamara. — Held,  that  a  company  cannot  be 
restrained    from    declaring    a    dividend    out    of    current    profits 
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because  no  provision  has  been  made  for  depreciation  of  fixed 
assets.  The  Judge  was  of  opinion  that  depreciation  of  goodwill 
and  leaseholds  was  to  be  treated  as  loss  of  fixed  capital,  and 
not  a  loss  of  floating  capital. 

Students  are  recommended  to  read  the  reasons  given  by  the 
Judges  in  their  decisions,  as  these  cases  mus,t  not  be  looked 
upon  as  deciding  that  depreciation  of  wasting  assets  in  some 
cases  is  not  obligatory. 


QUESTIONS, 
Depreciation.  — 

Give  your  definition  of  the  term  "  Depreciation/'  Illustrate 
its  bearing  upon  accounts  representing  investments  in  "  Stocks 
and  Shares,"  "  Buildings,"  "  Leases,"  "  Plant  and  Machinery," 
and  "  Profit  and  Loss."  [Intermediate,  June  1896.] 

Lease.— 

A  Lease  of  certain  lands  was  acquired  by  a  Company  at  its 
incorporation  on  1st  January  1900,  and  you  are  auditing  its 
first  annual  Balance  Sheet  after  a  successful  year's  trading. 
Depreciation  has  to  be  allowed  for,  and  you  ascertain  that  the 
Lease  was  for  21  years  from.  Christmas,  1896.  The  manager 
says  that  it  has  17  years  to  run;  he  proposes  to  write  off 
one-seventeenth  of  the  cost  of  the  Lease  every  year;  and  the 
secretary  urges  that  this  is  hard  on  the  earlier  years,  and  pro- 
poses that  a  Sinking  Fund  should  be  created  to  produce  the 
total  cost  by  17  annual  instalments.  What  are  your  objections 
(if  any)  to  either  or  both  of  these  proposals? 

[Intermediate,  June  1900.] 
Sinking  Fund.— 

What  do  you  understand  by  the  term  "  Sinking  Fund  "  ?  How 
is  it  initiated,  and  what  is  its  operation  from  year  to  year? 

[Intermediate,  June  1895.] 
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Leasehold  Property.— 

■» 

Give  your  views  as  to  the  respective  advantages  under  differ- 
ing circumstances  of  providing  for  the  expiration  of 
Leasehold  Interests  by  a  Company  owning  such  property. 

(a)  By  the   investment  by  the   Company  itself  of  a   Sinking 

Fund. 

(b)  By  taking  out  a  Policy  of  Leasehold  Assurance. 

(c)  By  writing  down  the  value  in  successive  Profit  and  Loss 

Accounts.  [Final,  December  1895.] 

Trust  Company.— 

The  market  value  of  the  investment  of  a  Trust  Company  has 
fallen  considerably,  while  the  company  has  earned  enough 
income  to  pay  the  usual  dividend.  How  should  you  deal  with 
this  position  of  affairs  in  auditing  the  Annual  Accounts? 

[Final,  December  1896.] 

Wasting  Assets. — 

Are  Directors  of  Companies  justified,  under  any  circum- 
stances, in  declaring  and  paying  dividends  out  of  profits  which 
have  been  arrived  at  without  regard  to  wasting  properties?  If 
so,  state  some  instances.  [Final,  June  1895.] 

Depreciation. — 

What  is  meant  by  the  term  '"Depreciation"?  What  is  the 
object  of  charging  Depreciation  in  the  Profit  and  Loss 
Account?  Suggest  three  different  methods  of  dealing  with 
Depreciation  in  connection  with  Leasehold  Property. 

[Final,  June  1900.] 
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CHAPTER     V. 


SOME    P0INT5    IN    PARTNERSHIP    ACCOUNTS. 


Perhaps  the  most  frequently  set  problems  in  Partnership 
Accounts  are  those  which  deal  with  the  dissolution  of  partner- 
ship and  the  realisation  of  partnership  assets,  and  the  distribu- 
tion of  the  proceeds  among  the  partners.  In  working  out 
problems  of  this  kind  it  is  necessary  to  proceed  on  exactly  the 
seme  double-entry  principles  as  would  be  found  in  actual 
practice.  It  is  often  possible  to  arrive  at  the  result  quicker 
arithmetically,  but  this  method  will  not  carry  so  many  marks  in 
an  examination,  besides  lacking  the  independent  proof  which 
double-entry  working  affords. 

The  main  point  in  these  cases  is  to  find  the  loss,  or  the  profit, 
on  realisation;  and  figures  are  usually  given  from  which  a 
Balance  Sheet  of  the  partnership  as  shown  by  the  books  before 
realisation  can  be  prepared,  this  being  the  first  step.  For 
instance,  if  A.  and  B.  are  in  partnership,  and  at  31st  December 
1904  their  capitals  are  ,£4,000  and  ,£3,000  respectively,  and 
their  creditors  ,£2,000;  then,  to  complete  their  Balance  Sheet 
as  on  that  date,  the  book  value  of  the  partnership  assets  must 
equal  the  liabilities,  plus  the  capital — that  is,  ,£9,000. 

Having  thus  got  at  the  figures  which  the  books  give,  we  can 
open  accounts  for  these  items,  debiting  Sundry  Assets  Account 
with  ,£9,000,  and  crediting  Sundry  Liabilities  Account  with 
,£2,000,  A.'s  Capital  Account  with  ,£4,000,  and  B.'s  Capital 
Account  with  ,£3.000. 


ACCOUNTANCY  PAPERS  OF  THE  INTERMEDIATE.  35 

Now  A.  and  B.  decide  to  wind  up  their  business,  and  they  sell 
their  assets  for  ^8,000,  pay  off  their  liabilities,  and  divide  the 
sum  left.  By  their  Partnership  Deed  they  are  to  share  profits 
and  losses  equally.  What  sum  is  left  to  be  divided,  and  how 
do  they  divide  it  ? 

On  deciding  to  realise,  they  open  an  account  called  "  Realisa- 
tion Account,"  and  transfer  to*  it  their  Assets  and  Liabilities 
Accounts.  When  this  has  been  done  the  Realisation  Account 
shows,  of  course,  thus — 

REALISATION    ACCOUNT. 

To    Sundry    Assets    trans-  By  Sundry  Liabilities  trans- 

ferred . .  . .    ^9,000  ferred    . .  . .         . .  ^2,000 

The  assets  are  now  sold  for  ^8,000,  and  Cash  debited  and 
Realisation  Account  credited  with  this  amount.  The  liabilities 
are  then  paid  off,  and  Cash  is  credited  and  Realisation  Account 
debited  with  ,£2,000.  The  balance  of  Realisation  Account  is 
then  brought  down.  It  will  be  seen  that  if  the  cash  received 
for  the  assets  is  more  than  the  book  figure  of  the  assets,  then 
Realisation  Account  will  show  a  credit  balance;  while  if  the 
cash  received  is  less  than  the  book  figure  of  the  assets,  then 
Realisation  Account  will  show  a  debit  balance.  The  credit 
balance  would  be  the  profit  on  realisation,  the  debit  balance 
the  loss  on  realisation  ;  and  this  profit  or  this  loss  has  to  be 
divided  among  the  partners  in  the  proportion  in  which  they 
share  profits  and  losses,  which  means  that  the  balance  of 
Realisation  Account  is  written  off  to  the  partners'  Capital 
Accounts  in  the  proportions  in  which  losses  or  profits  are  shared. 
When  this  has  been  done  it  will  be  seen  that  the  debit  balance 
of  the  Cash  Account  will  just  equal  the  total  credit  balances  of 
the  partners'  Capital  Accounts;  and  when  the  partners  have 
been  paid  the  balance  standing  to  their  credits  the  books  will  be 
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closed.  In  the  case  we  have  taken  the  Realisation  Account 
shows  a  debit  balance  of  ,£2,000,  representing  a  loss  on  realisa- 
tion. As  A.  and  B.  share  profits  and  losses  equally,  this  sum  is 
debited  equally  to  their  Capital  Accounts.  Their  Capital 
Accounts  then  will  show  A.  £3,000  and  B.  £2,000.  The  cash 
balance  is  £5,000,  and  the  books  are  closed  by  paying  £3,000 
of  this  to  A.  and  £2,000  to  B. 

When  all  these  entries  have  been  made  the  books  will  show 
as  follows  :  — 

SUNDRY    ASSETS    ACCOUNT. 


To  Balance 

£ 
9,000 

By  Transfer  to  Realisation  A/c . 

£ 
9,000 

SUNDRY    LIABILITIES    ACCOUNT. 

To  Transfer  to  Realisation  A/c. . 

£ 
2,000 

By  Balance           

£ 
2,000 

REALISATION    ACCOUNT. 

To  Sundry  Assets  transferred, 
as  per  books 
„    Cash,  liabilities  paid  off 

£ 

9,000 
2,000 

£11,000 

By   Sundry    Liabilities     trans- 
ferred, as  per  books 
„    Cash,  Assets  realised 
„    Balance  carried  down 

By  Loss  on  Realisation  trans- 
ferred as  under : — 

A.  Capital  Account,  £    . . 

B.  „            „           £    .. 

£ 

2,000 
7,000 
2,000 

£n,ooo 

To  Balance  brought  down,  being 
loss  on  realisation  . . 

2,000 
£2,000 

1,000 
1,000 

£2,000 

CASH    ACCOUNT. 

To    Realisation    Account,    Sum 
received  for  Assets 

£ 
7,000 

By   Realisation   Account,  Sum 
paid  to  Creditors. . 
„    A.  Capital  Account.. 
•    B. 

£ 

2,000 
3,000 
2,000 

£7,000 

£7,000 

(university  j 
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To  Realisation  Account,  \  Loss 
on  Realisation 
„   Cash       

£ 

1,000 
3,000 

1  By  Balance,  as  per  books 

£ 
4,000 

£4,000 

£4,000 

B.— CAPITAL 

ACCOUNT. 

To  Realisation  Account,  h    Loss 
on  Realisation 
•   Cash        

£ 

1,000 
2,000 

By  Balance,  as  per  books 

£ 
3,000 

£3,000 

£3,000 

In  other  problems,  not  quite  so  simple  as  the  above,  the 
capitals  at  the  beginning  of  a  period  are  given,  also  the  draw- 
ings during  the  period,  and  the  amount  realised  by  the  assets 
at  the  end  of  the  period.  As  before,  the  starting-point  is  to  put 
together  a  Balance  Sheet  just  before  realisation,  and  the  then 
book  value  of  the  assets  is,  of  course,  the  total  capitals  at  the 
commencement  of  the  period,  less  the  drawings  during  the 
period. 

Other  questions  are  complicated  by  the  fact  that  interest  on 
capitals  is  to  be  credited  to  the  partners  before  ascertaining  the 
loss  on  realisation.  And  this  should  be  quite  simple,  if  only  it  is 
remembered  that  the  actual  loss  to  the  firm  is  the  same,  whether 
interest  is  or  is  not  charged,  as  no  money  goes  out  of  the  busi- 
ness, but  the  effect  of  interest  being  charged  is  to  alter  the  pro- 
portions in  which  partners  bear  the  loss  or  the  profit.  For 
instance,  A.  and  B.  share  profits  and  losses  equally — 

A.'s  Capital  is  ^"1,000. 
B.'s  Capital  is  /500. 
The  firm  loses  /200. 

If  before  dividing  the  loss  the  partners  have  to  be  credited  with 
interest  on  capital,  the  Realisation  Account  will  show  as 
follows :  — 
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REALISATION    ACCOUNT. 


To  Balance,  being  less 
„    A.  Capital  Account,  Inter- 
est on  Capital  at  5%     . . 
„    B.  Capital  Account,  Inter- 
est on  Capital  at  5%     . . 


£ 

s 

d 

200 

0 

0 

50 

0 

0  1 

,5 

0 

0  1 

£275 

0 

0 

By  Balance  transferred  to — 
A.  Capital  Account,  A 
B I 


137  10 
137  10 


£275 


Here  A.  gets  debited  with  .£137  10s.  od.  and  credited  with 
£50,  so  that  his  share  of  the  £200  loss  is  £87  10s.  od. ;  and  B. 
is  debited  with  £137  10s.  od.  and  credited  with  £25,  so  that 
he  bears  £112  10s.  od.  of  the  £200  loss. 

Now  if  no  interest  on  capital  was  to  be  taken  into  account, 
A.  would  lose  ,£100  and  B.  ;£ioo;  so  that,  as  stated  before,  the 
firm  in  each  case  loses  ,£200 ;  but  in  the  first  case  A.  loses 
£87  1  os.  od.  and  B.  £112  10s.  od.,  and  in  the  second  case 
A.  loses  £100  and  B.  ,£100. 

The  following  facts  have  often  to  be  taken  into  account  in 
working  out  partnership  problems:  — 

Application  of  Assets  on  Dissolution.— 

On  a  dissolution  of  partnership  assets  are  applied  as 
follows  :  — 

1  st.  In  repaying  Creditors  other  than  Partners. 
2nd.  In  repaying  Loans  by  partners  other  than  Capital. 
3rd.  In  paying  back  Partners'  Capital. 

4th.  The  Residue,  if  any,  to  be  divided  in  the  proportion  in 
which  profits  are  to  be  shared. 

In  the  Absence  of  any  Agreement 

Profits  and  losses  are  to  be  shared  equally,  no  matter 
what  the  capitals  may  be. 

No  interest  is  to  be  credited  on  capitals  or  debited  on 
drawings. 

Loans  by  partners  to  the  firm  bear  interest  at  5  per  cent. 
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QUESTIONS. 

In  the  absence  of  any  direction  in  a  Deed  of  Partnership 
are  the  Partners  entitled  to  interest  on  capital?  If  they  are,  at 
what  rate  should  it  be  calculated?  Supposing  they  are  not 
entitled  to  interest  on  capital,  would  the  omission  to  charge 
interest  affect  the  shares  of  the  Partners  in  the  profits  if  the 
amount  of  the  capital  possessed  by  each  of  them  was  equal? 
Give  reasons  for  your  reply. 

[Intermediate,  December  1894  and  December  1899.] 

On  a  dissolution  of  Partnership,  in  what  order  should  the 
assets  be  distributed  when  there  are  creditors  of  the  firm,  and 
loans  by  partners  of  the  firm,  as  well  as  the  capital  in  the  busi- 
ness, and  assuming  there  is  sufficient  to  pay  the  whole  in  full  ? 

[Intermediate,  December  1895  and  December  1897.] 

A.,  B.,  and  C.  were  Partners,  and  advanced  the  following 
capital: — A.,  £4,000;  B.,  £3,000;  and  C,  £2,000.  Profits 
and  losses  were  to  be  borne  equally.  At  the  end  of  the  first 
twelve  months  each  Partner  had  drawn  £500.  The  assets 
were  then  disposed  of  for  £^1,500,  the  purchaser  discharging 
all  the  liabilities  of  the  firm.  How  should  this  sum,  be  appor- 
tioned among  the  Partners,  and  would  any  Partner  or  Partners 
have  to  advance  any  further  sum?  If  so,  state  which  Partner, 
and  how  much,  and  prepare  the  necessary  accounts  showing  the 
results.  [Intermediate,  December  1895.] 

E.  F.  and  G.  H.  have  traded  in  Partnership  for  some  years, 
and  at  January  1st  1893  their  Capitals  were:  E.  F.,  £^4,400 ; 
and  G.  H.,  £800.  During  that  year  they  lost  £1,180,  without 
reckoning  Interest  on  Capital,  which,  according  to  their  Articles 
of  Partnership,  has  to  be  taken  into  account  at  5  per  cent,  per 
annum.  They  divide  profits  and  losses :  E.  F.  five-eighths, 
G.  H.  three-eighths.  Their  drawings  during  the  year  have 
been  :  E.  F.,  £560  ;  G.  H.  £400.  Show  the  position  of  each 
at  December  31st  1893,  and  show  how  you  can  prove  the 
result.  [Intermediate,  June  1895.] 

A.  and  B.,  who  had  for  some  years  been  in  Partnership 
together,  having  Capital  of  £4,000  and  £3,000,  and  sharing 
profits    and    losses    in    the    proportion    of    four-sevenths    and 
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three-sevenths  respectively,  gave  up  the  business.  At  the  time 
the  following  were  their  assets  according  to  the  books  :  — 

Buildings  ^*5,ooo 

Fixtures,  &c.  ..          ..          ..  1,000 

Stock         . .  ..          . .          . .          . .          . .          . .  1,500 

Book  Debts  ..          ..          . ,  1,500 

Cash  in  Bank  . .          . .          . .          . .          . .          . .  500 

of  which  the  first  four  items  only  realised  ,£4,000,  .£700,  £800, 
and  £1,200  respectively,  and  they  had  liabilities  amounting  to 
£'2,500. 

Show  how  the  Partners'  Capitals  were  affected. 

[Intermediate,  December  1901.] 

P.,  Q.,  and  R.  have  dissolved  Partnership,  and  after  realising 
all  their  assets  they  find  they  have  for  division  the  sum  of 
£12,000.  The  Capital  Accounts  of  the  respective  Partners  at 
the  dissolution  were  in  credit  P.,  £4,000 ;  Q.,  ,£3,000 ;  R., 
,£2,000.  P.  had  advanced  to  the  firm  £500  apart  from  his 
capital,  and  this  had  not  been  discharged.  The  trade  creditors 
amount  to  .£5,500.  The  Articles  of  Partnership  provide  that 
profits  and  losses  shall  be  shared  equally  by  the  Partners.  Show 
how  the  £12,000  should  be  distributed. 

[Intermediate,  December  1896.] 

A.,  B.,  and  C.  were  Partners.  A.'s  Capital  at  1st  January 
1898  was  ,£12,000,  B.'s  Capital  was  £10,000,  and  C.'s  Capital 
was  £8,000.  A.  advanced  on  loan  to  the  firm  on  1st  July 
£4,000,  bearing  interest  at  6  per  cent,  per  annum.  B. 
advanced  on  the  same  date  and  on  the  same  terms  £2,000.  The 
Capital  of  each  Partner  was  to  bear  interest  at  the  rate  of  5  per 
cent,  per  annum.  The  profit  of  the  firm  for  the  year  ending 
31st  December  1898  was,  subject  tO'  Interest  on  Capital  and 
Loans,  £10,000.  During  the  year  A.  had  drawn  £2,000, 
B.  £2,500,  and  C.  £1,200.  Interest  was  not  chargeable  on  the 
Partners'  drawings.  A.  was  entitled  to  half  the  profits,  and  B. 
and  C.  each  to  a  quarter  of  the  profits.  Show  the  Ledger 
Accounts  of  A.,  B.,  and  C.  on  31st  December  1898. 

[Intermediate,  June  1899.] 

A.,  B.,  and  C.  are  in  Partnership.  A.'s  Capital  is  £5,000, 
B.'s  £3,000,  C.'s  £2,000.  Profits  are  to  be  divided  as 
follows: — A.  one-half,  B.  one-third,  C.  one-sixth,  after  charging 
Interest  upon  Capital  at  5  per  cent,  per  annum,  and  allowing 
Salaries  of  £400  a  year  to  each  Partner. 
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The  profits  of  the  year  available  for  division  as  above  amount 
to  ,£3,600.  Show  the  division  and  adjust  the  Capital  Accounts, 
taking  into  account  that  the  Drawings  of  each  Partner 
amounted  to  £300.  [Intermediate,  June  1901.] 

X.,  Y.,  and  Z.  enter  into  Partnership.  X.  provides  £4,000 
Capital,  Y.  £2,000,  and  Z.  £1,000.  On  making  up  their 
accounts  at  the  end  of  the  first  year  of  the  Partnership,  you 
ascertain  that  the  profit  divisible  is  £2,100.  On  asking  for  the 
Deed  of  Partnership  you  are  informed  there  is  no  agreement  of 
any  description,  and  the  Partners  agree  that  they  shall  each 
have  the  profit  they  are  legally  entitled  to,  and  place  the  matter 
absolutely  in  your  hands.     Apportion  the  profits. 

[Final,  June  1899.] 

Archer  and  Burton  are  Partners,  sharing  profits  equally. 
Their  Capital,  as  it  appears  in  the  books  of  the  Partnership 
on  the  30th  June  1894,  the  date  on  which  they  dissolve  Partner- 
ship, is :  Archer  £2,000,  and  Burton  £500.  The  total  amount 
owing  by  the  firm,  is  £5,000,  which  includes  £1,000  due  to 
Archer  on  Loan  Account,  and  £500  due  to  Burton 
on  Loan  Account.  The  whole  of  the  assets  of  the  firm 
realise  £6,000.  Prepare  accounts  closing  up  the  Partnership, 
and  show  the  position  in  which  the  Partners  stand  with  each 
other.  [Final,  December  1894.] 
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CHAPTER    VI. 


EXECUTORSHIP     ACCOUNTS. 


It  is  beyond  the  scope  of  this  little  book  to  give  anything 
approaching  the  information  on  this  subject  which  even  the 
Intermediate  Examination  requires  ;  this  chapter,  therefore,  will 
contain  nothing  further  than  the  explanation  of  a  simple 
example  of  Executorship  Accounts,  and  a  few  of  the  definitions 
and  rules  most  frequently  cropping  up  in  them.  When  the 
student  has  mastered  these  he  will  be  able  to  improve  his  know- 
ledge of  the  subject  by  working  out  old  examination  questions, 
and  looking  up  text-books  on  the  subject. 

When  a  man  dies,  his  legal  representative  has  to  furnish  to 
the  Inland  Revenue  Authorities  a  Statement  of  his  Assets  and 
Liabilities  at  date  of  his  death  for  the  purpose  of  fixing  the 
amount  of  duty  which  is  payable  on  the  estate.  From  this  state- 
ment, known  as  the  Probate  Affidavit,  the  Executorship  Books 
are  opened. 

Just  as  in  the  books  of  a  private  individual  the  difference 
between  the  value  of  his  assets  and  his  liabilities  at 
any  date  is  his  capital,  so  in  Executorship  Books  the  excess  of 
assets  over  liabilities  at  date  of  death  is  the  Capital  of  the 
Estate,  or,  as  it  is  often  called,  the  Corpus,  or  the  Estate 
Account. 

Therefore  the  opening  Journal  entry  will  be  made  by  debit- 
ing the  various  Asset  Accounts  and  crediting  the  liabilities  and 
the  Corpus  Account.     The  books  having  been  thus  opened,  it 
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now  remains  to  see  how  the  Executors  record  their  receipts  and 
payments.  The  most  important  point  to  remember  in  this 
respect  is  that  all  income  received  must  be  split  up  into  that 
accruing  to  date  of  death  and  that  accruing  after.  The  reason 
of  this  is,  that  of  the  parties  benefited  by  the  estate  some  are 
entitled  to  the  income  of  the  estate,  and  on  their  deaths  others 
are  entitled  to  the  capital.  The  former  are  known  as  Tenants- 
for-life  and  the  latter  as  Remaindermen.  Therefore,  to  give  each 
of  these  parties  his  or  her  share,  that  proportion  of  income 
accruing  up  to  the  date  of  death  is  retained  for  the  remainder- 
men, and  that  accruing  since  is  handed  over  to  the 
tenant-for-life. 

To  properly  record  these  transactions  the  Cash  Book  and 
Ledger  have  both  Income  and  Principal  columns  on  the  debit 
and  credit.  When  cash  is  received  or  paid  it  is  entered  in  the 
Cash  Book  in  the  Income  or  Principal  column,  according  to  the 
account  on  which  it  is  received  or  paid,  and  when  posted  to  the 
Ledger  the  same  distinction  is  preserved. 

The  following  simple  example  will  show  the  working  of  these 
accounts : — 

A  man  dies  on  the  30th  September  1904,  leaving  the 
following  assets  :  — 

Cash  at  the  Bank           . .          . .          . .          . .          . .          . .  ^550 

House  Property . .          ..          ..          ..          ..          ..          ..  1,000 

Mortgage  at  4  per  cent.             . .          . .          . .          . .          . .  700 

^"ioo  5   per  cent.  Preference  Stock  in  the  John  Bull  Co., 

Lim.,  valued  at           ..          ..          ..          ..          ..          ..  130 

Sundry  Debtors  . .          . .          . .          . .          . .          . .          . .  200 

And  the  following  liabilities  :  — 

Sundry  Creditors  . .  . .  . .  . .  . .  . .     £150 

Funeral  Expenses  . .  . .  . .  . .  . .  . .  20 

He  directs  by  his  will  that  a  legacy  of  ,£100  shall  be  given 
to  his  servant,  and  that  the  income  of  his  estate  shall  be  paid 
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to  his  widow  once  a  year,  and  that  on  her  death  the  estate  shall 
go  absolutely  to  his  son. 

The  opening  Journal  entries  are  as  follows  :  — 

Sundry  Assets      . .  . .  . .  . .  Dr. 

To  Corpus  Account  ..  ..  ..  £2,580 

Cash  at  Bank       . .  . .  . .  . .  . .         /550 

House  Property  ..  ..  ..  ..  ..         1,000 

Mortgage  at  4  per  cent.  ..  ..  ..  700 

Preference  Stock  John  Bull  &  Co.,  Lim.  ..  130 

Sundry  Debtors  . .  . .  . .  . .  . .  200 

Corpus  Account      ..         ..  ..  ..  Dr.  170 

To  Sundry  Liabilities- 
Sundry  Creditors  . .  . .  . .  150 

Funeral  Expenses  ......  20 

The  following  are  the  sums  received  by  the  Executors  during 
the  year  ending  30th  September  1905  :  — 

£    s   d 

Dec.  31  1904     Half-year's  Interest  on  Mortgage  to 

date,  less  tax  . .  ..  ..  ..        13     6     o 

Jan.  31  1905     Half-year's  Rent  of  House  Property 

to  date  . .  . .  . .  . .  . .       35     o     o 

Feb.  28  1905     One    year's    Interest   on    Preference 

Stock  to  January  31st,  less  tax  ..  4  15  o 
Mar.  10  1905     Received  from  Debtors  . .         . .     100     o     o 

June  30  1905     Half-year's  Interest  on  Mortgage   to 

date,  less  tax  . .  ..         ..  ..       13     6     o 

July  31  1905     Half-year's   Rent  of  House  Property 

to  date. .  ..  . .  . .  . .       35     o     o 

Aug.  20  1905     Received  from  Debtors  ..  ..       50     o     o 

The  following  sums  were  paid  awav  :  — 

£  ■  d 

Oct.  31   1904     Funeral  Expenses  ..  ..  ..       20  o  o 

Nov.  10  1904     Sundry  Creditors  ..  ..  ..      150  o  o 

Dec.  13  1904     Estate  Duty        ..  ..  ..  ..       72  o  o 

Dec.  20  1904     Testamentary  Expenses  . .  . .        iG  o  o 

Dec.  30  1904     Legacy  to  Servant,  and  Duty  ..      100  o  o 

Sep.  30  1905     Balance  of  Income  received,  paid  to  Widow. 

Dividing  these  sums  received  and  paid  between  Principal  and 
Income,  the  Cash  Book,  when  written  up,  will  show  thus :  — 
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When  these  opening  Journal  entries  and  Cash  Book  entries 
have  been  posted  to  the  different  Ledger  Accounts,  every  trans- 
action of  the  Executors  during  the  year  affecting  the  accounts 
will  have  been  entered ;  and  just  as  in  the  case  of  books  of  any 
business  the  Revenue  items  are  written  off  to  Profit  and  Loss, 
so  in  the  case  of  Executorship  Accounts  the  balances  of  the 
Income  columns  of  the  various  Ledger  Accounts  are  written  off 
to  Income  Account,  the  balance  of  which  account  will  then 
represent  undistributed  income,  while  Corpus  is  credited  with 
that  part  of  the  income  received  which  has  accrued  up  to  date 
of  death,  and  debited  with  all  expenditure  properly  chargeable 
against  it,  such  as  Expense  of  proving  the  Will  and  Estate  Duty. 
Also  if  any  asset  representing  part  of  the  corpus  of  the  estate  is 
distributed  during  the  year,  the  asset  is  written  off  to  Corpus 
Account,  reducing  the  balance  of  this  latter  account,  as  the 
asset  no  longer  forms  part  of  the  estate. 

The  following  formal  entries  will  therefore  be  necessary  to 
close  the  books  for  the  year  ending  30th  September  1905. 

£      s     d     £     s     d 
Sundries  . .  . .  . .  . .       Dr. 

To  Income  Account    . .  . .  . .  So     5     3 

For  the  following  sums  received  during 
the  year  on  account  of  Income,  now 
written  off  to  Income  Account  : — 

£     s    d 

Mortgage  Account      ..         ■[  ^  x3     °j  19  19     o 

House  Property  Account    J 23     6    8  j-  58     6     8 
JohnBull&Co.,Lim.,PreferefticeStock    1  19     7 

£    s     d    £     s     d 
Sundries    ..  ..         ..         ..         ..       Dr 

To  Corpus  Account        21     1     9 

For  the  following  amounts  received  during 
the  year  on  account  of  Corpus,  now  added 
to  Corpus  Account : — 

House  Property  Account  . .         ..  ..    11  13     4 

Mortgage  Account  ..  6130 

John  Bull  &  Co.,  Lim.,  Preference  Stock     2  15     5 
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When    these    closing    entries    have    been    put    through,    the 
Ledger  Accounts  will  appear  thus  :  — 


CORPUS  ACCOUNT. 


1904 

£    s   d 

1904 

£ 

s    d 

Sept. 30 

To  Sundry   Liabilities    at 
date  of  death,  viz . :  — 

Sept.  30 

By  Sundry  Assets  at  date  of 
death,  viz.  :  — 

Sundry  Creditors 

150   0   0 

Cash  at  Bank 

550 

0    0 

Funeral  Expenses 

20   0   0 

House  Property     . . 

1,000 

0    0 

Dec.  13 

„     Cash— Estate  Duty    . . 

72   0   0 

Mortgage  at  4  % 

700 

0    0 

20 

„        „        Testamentary 

Preference      Stock, 

Expenses    . . 

16   0   0 

John  Bull  &Co... 

130 

0    0 

30 

„        „        Legacy  to  Ser- 
vant . . 

„        „        Legacy  Duty  on 
ditto  . . 

90   0   0 
10   0   0 

1905 
Sept. 30 

Sundry  Debtors. . 

„    Sundry    Receipts    after 
date  of  death  on  Ac- 

200 

0    0 

1905 

count  of  Corpus,  viz. : 

Sept.  30 

„    Balance  carried  down 

2,243    1    9 

Rent    of    House 
Property 

Interest    on     Mort- 
gage 

Interest     on     John 
Bull  &  Co.,  Lim., 

11 

6 

13     4 
13     0 

Oct.    1 

Preference  Shares 
By  Balance  brought  down, 

2 

15    5 

£2,601    1    9 

£2,601 

1     9 

being   the   residue    of 

1     9 

HOUSE  PROPERTY  ACCOUNT. 


To  Corpus  Account 

„   Income        „ 
„   Corpus         „ 

£ 

To  Balance  brought 
down 

Income 

Principal 

1905 
Jan.  31 

July  31 

Sept.30 

By  Cash,  being 
Rent  for  6 
months  to  date 

„  Cash,  being 
Rent  for  6 
months  to  date 

„  Balance  carried 
down  . . 

£ 

Income 

Principal 

1904 

Sept.  30 

1905 
Sept.  30 

£   s 

58    6 

d 
8 

£ 

1,000 

II 

s     d 
0    0 

13    4 

£   s 

23     6 
35     0 

d 

8 
0 

£    a    d 
1,000    0    0 

58    6 

8 

1,011 

13    4 

58    6 

8 

1,011  13    4 

Oct.     1 

1,000 

0    0 
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MORTGAGE  at  4  per  cent. 


To  Corpus  Account 

„   Income        „ 
„    Corpus         „ 

£ 

To  Balance  brought 
down.. 

Income       Principal 

1904 
Dec.  31 

1905 
June  30 

Sept.30 

By  Cash,  being 
Interest  for  6 
months  to  date 

„  Cash, being 
Interest  for  6 
months  todate 

„  Balance  carried 
down  .  . 

'     £ 

Income 

£  *  4 

6  13     0 
13     6    0 

Principal 

1904 
Sept.30 

1905 
Sept.30 

£  s   d 
19  19   0 

£  s  a 

700  0  0 

6  13     0 

£    s    d 

6  13     0 
700    0    0 

19  19   0     706  13   0 

jg  19     0 

706  13     0 

Oct.     1 

700   0   0 

JOHN  BULL  &  CO.,  PREFERENCE  STOCK. 


To  Corpus  Account 

„    Income       „ 
„    Corpus        ,, 

£ 

To  Balance  brought 
down 

Income 

Principal 

1905 

Feb.  28 
Sept.30 

By  Cash,  being 

Interest  for  1 

year  to  date. . 

„   Balance  carried 

down  . . 

£ 

Income 

Principal 

1904 

Sept.30 

1905 

Sept  30 
n 

£   »    d 
1  19    7 

£    s   d  | 
130   0   0  1 

! 

2  15   5 

£    s     d 

1  19    7 

•  • 

£    s    d 

2  15     5 
130    0    0 

1  19    7      132  15    5  1 

1   10    7 

132  15     5 

Oct.     1 

130    0    0  ( 

SUNDRY  DEBTORS. 


1904 
Sept.30 


1905 
Oct.     1 


To  Corpus  Account 


To  Balance  brought  clown 


£ 

s 

d 

I     1905 

200 

0 

0 

•  Mar.  10 
Aug.  20 
Sept  30 

£200 

0 

0 

50 

0 

0 

! 

By  Cash 

„    Balance  carried  down 


£  s  d 

100  o  o 

50  o  o 

50  o  o 


£200    o    o 


SUNDRY  CREDITORS. 


1904 

Nov.  10 

To  Cash           

£    *   d 
150   0   0 

1904 
Sept.30 

By  Corpus  Account    . . 

£     s    d 
150    0    0 

£150   0   0 

£150    0    0 
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FUNERAL  EXPENSES. 


1904 

Oct.  31 

To  Cash 

£    s     d 

20    0    0 

1904 
Sept.30 

By  Corpus  Account     . . 

£     s    d 

20   0   0 

£20   0    0 

£20   0   0 

INCOME  ACCOUNT. 


1905 
Sept.30     By  Cash — Income  for  1  year 
paid  to  Widow  . . 


£     s    d  1 
80   5    3 

1 

1905 
Sept.30 

£80   5    3 

By  Interest  on  Mortgage 
„  Rents  on  House  Property 
„   Dividend    on    Preference 
Shares  in  J.  Bull,  Lim. 


£ 

s 

d 

19 

iq 

0 

58 

6 

8 

1 

19 

7 

£80 

5 

3 

The  following  is  the  Balance  Sheet  of  the   estate   on  the 
30th  September  1905:  — 


Dr. 


BALANCE  SHEET,  30TH  September  1905. 


To  Corpus  Account,  being 
residue  at  date  as  per 
annexed  account 


2,243 


i  £2,243 


By  Cash  at  Bank     . . 
„   House  Property.. 
„    Mortgage  at  4  per  cent. 
„    Preference     Shares    in 
John  Bull  &  Co.,  Lim. 
„   Sundry  Debtors 


Cr. 


£  s  d 

363  1  9 

1,000  o  o 

700  o  o 

130  o  o 

50  o  o 


£2,243 


The  following  are  a  few  particulars  which  will  be  found  to 
most  usually  affect  problems  in  Executorship  Accounts :  — 


Estate  Duty 

is  a  graduated  duty  payable  on  the  principal  value  of  all  real  and 
personal  property  passing  at  death,  after  deducting  Debts  and 
Encumbrances  and  Funeral  Expenses. 


5° 


EARLY  STAGES  OF  PREPARATION  FOR  THE 


The  rates  payable  are  as  follow :  — 

Where  net  value  of  Estate  is  under  £100  . . 

Where  net  value  is  over  £100  and  does  not  exceed  /500 


500 

1,000 

10,000 

25,000 

50,000 

75,000 

100,000 

150,000 

250,000 

500,000 

1,000,000 


Nil 

eed  ^500 

1% 

1,000 

2% 

10,000 

3% 

25,000 

4% 

50,000 

44% 

75,000 

5% 

100,000 

5i% 

150,000 

6% 

2*50,000 

6J% 

500,000 

7% 

1,000,000 

Wo 

8% 


Though  Funeral  Expenses  can  be  deducted  before  arriving 
at  the  figure  on  which  Estate  Duty  is  payable,  Testamentary 
Expenses  cannot. 

Interest  at  the  rate  of  3  per  cent,  has  to  be  paid  on  Estate 
Duty  from  the  date  of  death  to  the  date  of  the  Probate 
Affidavit. 

Estate  Duty  is  a  charge  against  Corpus,  but  Interest  on 
Estate  Duty  is  a  charge  against  Income. 

Legacy  Duty 

is   payable   on  all   gifts   of  personalty   by  will,    and  upon   all 
successions  to  personal  estate  upon  intestacy. 

The  rates  are  :  — 

Brothers  or  Sisters,  or  their  descendants 3% 

Uncles  and  Aunts,  or  descendants 5% 

Great  Uncles  or  Aunts,  or  descendants 6% 

Any  other  person         . .         . .  . .  . .  . .         • .  10% 

In  the  case  of  a  legacy  of  money  the  Executor  deducts  the 
Legacy  Duty  when  paying  the  legacy,  and  hands  the  duty  over 
to  the  Inland  Revenue  Authorities. 
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Succession  Duty 

is  payable  on  all  gifts  of  a  succession  to  real  estate,  and  the 
rates  are  the  same  as  in  the  case  of  Legacy  Duty. 

Executorship  Expenses.— 

These  are  partly  charged  against  Corpus  and  partly  against 
Income,  according  to  their  nature. 

Valuation  of  Investment  for  Estate  Duty  purposes.— 

When  quoted  at  two  extreme  prices  investments  should  be 
priced  at  a  quarter  of  the  difference  up  from  the  lowest  price 
— e.g.,  "118 — 120,"  valued  at  118^. 

AUDIT    OF    EXECUTORSHIP    ACCOUNTS. 

The  following  is  a  short  summary  of  the  work  an  Auditor 
would  generally  have  to  perform  on  an  audit  of  this  kind. 

Probate  Affidavit.— 

He  would  require  a  copy  of  the  Probate  Affidavit,  in  order 
to  ascertain  particulars  of  the  estate,  and  from  it  he  would  see 
that  the  proper  amount  of  Estate  Duty  had  been  paid,  and  that 
the  opening  entries  had  been  properly  made  in  the  books. 

Will.-- 

He  would  read  the  Will  in  order  to  ascertain  to  whom  the 
deceased's  estate  had  been  left,  and  would  see  that  all  its 
directions  had  been  complied  with. 

Cash  Book.— 

He  would  thoroughly  vouch  and  check  all  entries  in  this 
book,  seeing  that  all  income  due  from  every  investment  had 
been  properly  received  and  accounted  for,  and  that  the  appor- 
tionment between  Capital  and  Income  had  been  correctly  made. 
He  would  also  vouch  the  receipts  with  Brokers'   Sold  Notes, 

d  2 
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tops  of  Dividend  Warrants,  &c.  He  would  see  vouchers  for 
every  payment,  and  check  both  receipts  and  payments  with  the 
Bank  Pass  Book,  and  verify  the  balance  with  the  bank. 

He  would  satisfy  himself  that  all  legacies  and  income  had 
been  paid  over  to  those  to  whom  they  were  respectively  due. 

Verification  of  Assets. — 

He  would  want  to  verify  the  existence  of  all  the  assets  by 
having  produced  to  him  Title  Deeds,  Share  Certificates, 
Deposit  Receipts,  &c. 

Finally,  he  would,  see  that  the  closing  entries  were  correctly 
made  and  the  accounts  properly  drawn  up. 


QUESTIONS. 


If  requested  to  Audit  Accounts  rendered  for  the  first  time  by 
Executors  and  Trustees  to  a  beneficiary,  the  estate  having  been 
closed  and  Residuary  Account  passed,  what  documents  would 
you  require  to  enable  you  to  conduct  the  audit  ? 

[Intermediate,  June  1902.] 

If  you  were  Auditing  the  Accounts  of  a  Trust,  by  what  means, 
or  in  what  way,  would  you  verify  the  receipts  on  account  of 
Income  where  the  estate  consisted  of  Land  and  Houses  (pro- 
ducing rents),  Stocks,  Shares,  Debentures,  and  Cash  on  deposit 
with  bankers?  [Intermediate,  June  1901.] 

In  arriving  at  the  amount  of  Estate  Duty  to  be  paid  on  a 
deceased's  estate,  how  would  you  deal  with  the  following 
items  :  — 

(1)  Legacies. 

(2)  Debts  due  at  decease. 

(3)  Death  Duties. 

(4)  Funeral  Expenses. 

(5)  Executorship  Expenses. 

[Intermediate,  December  1900.] 
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Are  Legacy  Duties  payable  by  children  of  deceased,  nephews 
and  nieces,  and  strangers  in  blood?     If  so,  at  what  rates? 

[Intermediate,  June  1897.] 

B.  died  leaving  property  valued  for  Probate  as  follows  :  — 


Life  Policy 
Household  Furniture 
Leasehold  Property 
Freehold  Property 
Cash  at  Bank 
Mexican  Central  Bonds 
Shares  in  various  Companies 


£ 

s 

d 

1,104 

0 

0 

333 

0 

0 

4,394 

0 

0 

3.7oo 

0 

0 

150 

0 

0 

4,290 

0 

0 

2,560 

0 

0 

His  creditors'  claims  amounted  to  .£500. 

How  would  you  record  the  above  in  the  Corpus  Account,  and 
what  other  accounts  would  you  open  in  the  Estate  Ledger? 

[Intermediate,  December  1898.] 

You  are  instructed  to  open  the  books  of  the  Executors  of  A. 
From  what  document  would  you  obtain  the  necessary  material 
for  this  purpose?  Name  the  accounts  which  it  would  usually 
be  necessary  to  open.  [Intermediate,  December  1898.] 


Included  in  the  estate  of  Mr.  Abel  Adams,  who*  died  on  the 
15th  November  1902,  certain  investments  were  as  follows:  — 


(a)  London  Investment  Company,  Lim.,  £1,000  6% 

Debentures  (Interest  payable  30th  June  and 
31st  December)   .. 

(b)  Yorkshire  Trading  Company,   Lim.,  £500    5% 

Preference    Shares    (Interest    payable     31st 
January   and   31st  July) 

(c)  Plymouth     Development     Company,      £1,000 

Ordinary    Shares    (Dividend   for  the   twelve 
months  ending  28th  February  1903,  10%)     . . 

(d)  King's   Lynn   Stores,  Lim.,    £2,000  5^%   Pre- 

ference  Shares   (Interest  payable  31st    May 
and  30th  November) 


Valued  at 
£1.330 

550 

1,250 

3,200 


What  amount  of  Income  would  you  take  credit  for  in  respect 
of  the  above  investments  when  preparing  the  Executors' 
Accounts  at  the  31st  December  1902? 

[Intermediate,  June  1903.] 
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The  estate  of  Henry  Holly,  who  died  on  the  31st  of  October 
1897,  consisted  of:  — 

Cash  in  House  £10. 
Cash  at  Bank  £150. 
/io,ooo    Loan    at  4   per  cent,   on   Mortgage  Leasehold 

Property,    Interest    payable     30th     June     and    31st 

December. 
^5,000  3  per  cent.  Corporation  Stock,  Interest  payable 

31st  March  and  30th  September. 
^600  Loan  to  John  Holly,  Interest  at  5  per  cent,  payable 

yearly  on  31st  December. 
Household    Furniture   and   Effects   valued   at   ^"i.ooo, 

together  with  Cash  in   House  and  at  Bank,  given  to 

his  wife  absolutely. 

Deceased  owed  to  sundry  creditors  ^400. 

Income  to  be  divided,  and  given  two-thirds  to  the  widow,  and 
one-third  to  the  daughter. 

Write  up  the  Accounts  to  the  31st  March  1898  from  above 
particulars,  assuming  sums  receivable  to  have  been  duly  paid. 
Apportionments  may  be  made  in  months  instead  of  days. 

[Intermediate,  June  1898.] 


Name  the  Duties  that  are  payable  in  respect  of  property  left 
by  a  deceased  person,  and  state  what  are  the  exemptions  from 
Estate  Duty.  [Final,  December  1902.] 


In  making  up  the  Accounts  for  Executors,  how  would  you 
deal  with :  — 

(a)  Profits  or  losses  on  the  realisation  of  Stocks  and  Shares. 

{b)  Executorship  Expenses. 

(c)  Interest  and  Dividends  accruing  due,  but  not  received. 

[Final,  December  1901.] 

What  are  "  Trust  Securities  "  as  relating  to  the  affairs  of  a 
Testator?  Give  a  list  of  ten  authorised  investments  for 
Trustees  under  a  Will,  when  the  Testator  has  not  given  by  the 
Will  any  directions  as  to  how  moneys  which  he  has  bequeathed 
to  Trustees  to  hold  in  trust  for  his  children  are  to  be  invested. 
[Final,  December  1895  and  June  1900.] 
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Describe  the  various  steps  of  an  audit  of  the  Accounts  of 
Executors  for  the  first  vear  after  the  death  of  the  Testator. 


[Final,  December  1898.] 


G.  H.  died  on  the  1st  November  1893.  His  Estate  consisted 
of  Household  Furniture  and  Effects,  valued  at  ,£300,  given  to 
his  widow  absolutely ;  a  Mortgage  of  Freehold  Premises  to 
secure  ,£3,000,  bearing  interest  at  4  per  cent,  (a  half-year's  was 
due  and  received  1st  February  1894);  and  Patent  Rights  pro- 
ducing £300  a  year  sold  for  £6,000,  the  purchase-money, 
together  with  one  ycr.r's  licence  then  due,  being  received  on  the 
1st  March  1894.  Payments  were  made  for  Funeral,  £50; 
Probate  and  Testamentary  Expenses,  £70 ;  Executorship 
Expenses,  £80 ;  and  Debts  owing  by  Testator  at  his  death, 
£300.  The  balance  of  corpus  realised  was  invested  on  the 
5th  March  in  Consols,  bought  (including  commission) .  at  par. 
Write  up  the  Accounts  and  make  out  a  Balance  Sheet  as  on  the 
31st  March  1894,  omitting  income-tax  deductions. 

[Final,  December  1894.] 
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CHAPTER    VII. 


GOODS     ON     SALE     OR     RETURN. 


Goods  on  Sale  or  Return  should  always  be  treated  in  Balance 
Sheets  as  Stock-in-hand — that  is  to  say,  at  cost  price.  If  the 
people  to  whom  they  are  sent  are  treated  in  the  accounts  as 
debtors  this  has  the  effect  of  taking  credit  for  the  profit  on  the 
goods  before  the  goods  have  been  paid  for,  as  the  goods  have 
been  charged  to  these  debtors  at  selling  price.  Therefore  it  is 
necessary  to  so  arrange  accounts  that  debtors  for  goods  on  sale 
or  return,  can  be  kept  separate  from  ordinary  debtors  for  goods 
sold. 

There  are  two  methods  of  doing  this :  — 

(1)  When    the    goods    sent    out    are    large    in    number,    but 

comparatively  small  in  price. 

(2)  Where  the  goods  sent  out  are  few  in  number,  but  of  large 

value. 

In  Case  (1)  it  is  necessary  to  have — 

A  separate  Sale  or  Return  Ledger. 
A  separate  Sale  or  Return  Day  Book. 
A  separate  Sale  or  Return  Returns  Book. 
A  separate  column  in  the  Cash  Received  Book  for  Cash 
received  from  sale  of  goods  on  sale  or  return. 

When  the  goods  are  sent  out  they  are  entered,  in  the  Sale  or 
Return  Day  Book  at  selling  price,  and  posted  to<  the  debit  of 
the  various  Personal  Accounts  in  the  Sale  or  Return  Ledger. 


ACCOUNTANCY  PAPERS  OF  THE  INTERMEDIATE.  57 

Similarly,  Returns  are  entered  in  the  Sale  or  Return  Returns 
Book,  and  posted  to  the  credit  of  the  Personal  Accounts  in  the 

Ledger. 

When  cash  is  received  for  any  of  these  goods  sent  out  the 
amount  is  entered  in  the  special  column  in  the  Cash  Book,  and 
posted  to  the  credit  of  the  Personal  Account  in  the  Ledger. 

Now,  as  I  have  said  above,  these  transactions  cannot  be  taken 
in  account  as  Sales  until  the  cash  has  actually  been  received. 
Therefore  the  total  cash  received,  as  shown  by  the  addition  of 
the  special  column  in  the  Cash  Book,  represents  the  total  Sales 
of  this  kind.  Post,  therefore,  this  total  to  the  credit  of  Sales 
Account.  At  the  end  of  the  financial  period  the  total  balances 
are  taken  out  of  the  Sale  or  Return  Ledger,  and  these  represent 
the  goods  on  sale  or  return  at  selling  price:  deduct  the  per- 
centage of  gross  profit  found  by  experience  to  have  been  made, 
and  you  get  the  cost  price  of  the  goods  on  sale  or  return.  This, 
in  the  accounts,  is  treated  as  so  much  stock.  To  avoid 
confusing  these  accounts  with  the  whole  double-entry  system 
of  the  business  it  is  necessary  to  consider  that  the  Sale 
or  Return  Ledger,  Day  Book,  and  Returns  Book  are 
altogether  outside  the  double-entry,  and  are  really  statistical 
books  kept  to  show  at  any  time  the  amount  of  stock 
on  sale  or  return,  and  the  persons  to  whom  it  has  been 
sent.  The  only  way  the  Trial  Balance  of  the  whole  business  is 
affected  is  by  Cash  being  debited  in  detail  and  Sales  Account 
credited  in  total  with  the  money  actually  received,  as  explained 
above. 

The  accuracy  of  the  postings  of  the  Sale  or  Return  Ledger 
can  be  proved  at  any  time,  as  the  Ledger  balances  should 
always  equal  the  total  of  the  Sale  or  Return  Day  Book,  less  the 
totals  of  the  Returns  Book  and  the  Cash  column. 
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In  Case  (2)  only  one  book  is  necessary,  ruled  as  follows:  — 


Date 


Name 


Goods  sent 


Amount 
sent 


C.B. 

folio 


Cash 
Received 


Amount 
Returned 


£     s     d 


0 


£      s      d     \     £      s      d 


(2) 


(3) 


The  separate  amounts  of  Column  (2)  are  entered  in  the  Dr. 
side  of  the  Cash  Bock  and  posted  to  Cr.  of  Sales,  while  the 
total  of  Column  (1),  less  the  totals  of  Columns  (2)  and  (3),  will 
give  at  any  time  the  total  goods  on  sale  or  return  at  selling  price. 
These  can  be  reduced  to  cost  price,  as  in  Case  (1). 


QUESTIONS. 

How  should  goods  which  have  been  sent  abroad  on  consign- 
ment, or  which  are  in  the  hands  of  agents  at  home,  or  which 
have  been  sent  out  "  on  sale  or  return,"  be  dealt  with  in  a  Balance 
Sheet  ?  Is  the  answer  the  same  in  the  case  of  a  Private  Part- 
nership and  a  Limited  Company?     If  not,  give  your  reasons. 

[Intermediate,  December  1895.] 

If  under  the  head  of  "  Sundry  Debtors  "  in  the  Balance  Sheet 
of  a  Company  a  number  of  the  balances  due  from  customers 
included  a  number  of  items  for  goods  supplied  "  on  sale  or 
return,"  treated  as  ordinary  debts,  the  amount  being  consider- 
able, what  alteration  (if  any)  would  you  require  to  be  made,  and 
state  how  you  would  arrive  at  the  amount  of  such  alteration  ? 

[Intermediate,  June  1901.] 
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A  Company  brought  out  a  new  machine,  and,  for  the  purpose 
of  getting  it  upon  the  market,  sent  to  a  large  number  of  Iheir 
customers  machines  on  sale  or  return..  These  machines  were 
debited  in  the  Ledger  Accounts  of  the  several  customers,  and 
included  in  the  Ledger  balances  at  the  end  of  the  year.  How 
would  you  deal  with  these  accounts  in  preparing  a  Profit  and 
Loss  Account  and  Balance  Sheet? 

[Intermediate,  December  1898.] 

Explain  fully  the  method  you  would  recommend  for  recording 
the  transactions  involved  in  supplying  customers  with  goods  on 
sale  or  return,  as  stated  in  the  above  question.  Illustrate  your 
answer  by  an  example  in  which  six  machines  are  sent  out :  four 
are  sold  and  two  are  returned.  If  you  prefer  a  special  form  of 
book,  give  a  specimen  of  the  ruling. 

[Intermediate,  December  1898.] 
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CHAPTER     VIII. 


CONSIGNMENT     ACCOUNTS. 


These  accounts  are  kept  by  merchants  who  send  goods  to 
other  persons  (usually  in  another  part  of  the  country,  or  abroad) 
for  the  purpose  of  sale.  The  person  to  whom  they  are  sent  acts 
as  agent  to  the  consignor,  and  is  known  as  the  consignee. 

The  consignor,  in  his  books,  takes  no  account  of  profit  on 
goods  consigned  until  he  hears  from  the  consignee  that  the 
goods  have  actually  been  sold;  so  that  he  only  regards  the 
sending  of  the  goods  as  a  transfer  of  a  part  of  his  stock  from 
one  place  to  another.  And  were  he  to  make  up  his  accounts 
when  some  of  his  goods  were  in  the  hands  of  agents,  still 
unsold,  he  would  treat  such  goods  as  stock — that  is,  at  cost 
price. 

The  chief  point  to  remember  in  working  out  problems  on 
Consignment  Accounts  is  that  the  consignor  keeps  two 
accounts :  one  a  Personal  Account  with  the  consignee,  and  the 
other  an  Impersonal  Account  called  "  Consignment  to  So-and-so." 
The  former  account  is  closed  when  the  consignee  remits  what 
is  due  from  him,  and  the  latter  account  is  closed  by  its  balance 
being  written  off  to  Profit  and  Loss  Account  as  the  profit  or  loss 
on  the  consignment. 
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The  working  of  these  accounts  will  be  shown  from  the 
following  example:  — 

J.  Smith,  a  London  merchant,  consigns  to  F.  James,  his  agent 
in  Spain,  goods  of  the  cost  price  of  £1,000  on  1st  May  1905. 

On  the  1  st  June  1905  James  sends  Smith  an  Account  Sales, 
showing  that  he  has  disposed  of  the  goods  for  £1,500,  and 
that  his  Commission  amounts  to  £200,  and  Freight  and  other 
Charges  £30. 

On  the  1st  July  1905  James  sends  Smith  a  cheque  for  £1,270, 
which  is  the  amount  received  for  the  sale  of  the  goods,  less  his 
Commission  of  ,£200,  and  Freight  and  other  Charges  £30. 

Smith,  on  forwarding  the  goods,  makes  the  following  Journal 
entry :  — 


1905  £  £ 

May    1     Consignment  Account,  to  F.  James    By.     1,000 

To  Goods      ..         ..  ..  ..  1,00 

Being  the  Cost  Price  of   Goods  for- 
warded to  James  on  this  date. 


On     receiving     the     Account     Sales      Smith     makes     this 
entry,  viz. :  — 

1905  £    .  £ 

June  1     F.James Dr.     1,270 

To  Consignment  to  F.  James       ..  1,270 

For  net  amount  due  from  F.  James, 
as  per  Account  Sales,  made  up  as 
follows  :  — 

Gross  Proceeds    ..  .. £1,500 

Less — 

Commission      . .    £200 
Charges..  ..         30 

230 

£1,270 
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F.  James  is  thus  debited  with  the  balance  due  from  him,  and 
the  Consignment  Account,  which  has  before  been  debited  with 
the  cost  of  the  goods,  is  now  credited  with  the  net  amount  they 
have  realised,  the  balance  of  ^270  being  the  net  profit  on  the 
consignment. 

When  James  sends  the  ^1,270  on  July  1st  Cash  is  debited 
and  James's  Account  credited. 

These  two  Ledger  Accounts  will  then  show  thus — 
CONSIGNMENT   ACCOUNT   TO    F.   JAMES. 


May    1 
June   1 

To  Goods  Consigned,  at  cost 

„    Profit  and  Loss  Account, 
being  Profit  on  Con- 
signment 

£ 
1,000 

270 

1905 

June   1 

By  Gross  Proceeds    .  .£1,500 
Less  — 
Commission  £200 
Freight,  &c.       30 

230 

£ 
1  270 

£'1,270 

£r-2/0 

— — — 

— — _ 

F.     JAMES. 

1905 

June   1 

To  Net  Proceeds    of  Con- 
signment 

t 

1,270 

1905 
July    1 

By  Cash  remitted 

£ 
1,270 

______ 

QUESTIONS. 


A  firm  in  London  consigns  goods  to  its  representatives  in 
Mexico,  who  are  allowed  10  per  cent,  on  sales  effected  by  them. 
Explain  the  system  of  bookkeeping  you  would  recommend  the 
London  firm  to  adopt  for  recording  its  transactions  with  its 
Mexican  representatives.  [Intermediate,  June  1899.] 
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Alfred  &  Co.,  of  London,  General  Merchants,  consign  goods 
valued  at  cost  ,£700  to  Brown  &  Co.,  New  York,  on 
1st  January  1894. 

Brown  &  Co.  duly  acknowledge  receipt  of  same,  but  report 
that  goods  to  the  value  of  ,£100  have  been  damaged  in  transit, 
and  are  therefore  unsaleable. 

Brown  &  Co.  send  an  Account  Sale  dated  5th  June  1894  of  a 
part  of  the  consignment,  which  has  realised  £450,  and  on  the 
30th  June  1894  render  an  Account  Sale  of  the  balance,  which 
realised  £370,  and  they  remit  £758  to  Alfred  &  Co.  in  full 
settlement,  after  deducting  their  commission. 

Show  how  these  transactions  would  appear  in  Alfred  &  Co.'s 
books,  and  what  profit,  if  any,  would  be  made  by  them  on  the 
transaction.  [Intermediate,  December  1895.] 

Consignment  Accounts.— 

What  is  a  Consignment  Account?  Carry  one  through  in  a 
firm's  books.  [Final,  December  1901.] 
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CHAPTER     IX. 


BILLS     OF     EXCHANGE. 


The  following  definition  of  a  Bill  of  Exchange  is  given  in  the 
Act :  "  A  Bill  of  Exchange  is  an  unconditional  order  in  writing 
addressed  by  one  person  to  another,  signed  by  the  person 
giving  it,  requiring  the  person  to  whom  it  is  addressed  to  pay 
on  demand,  or  at  a  fixed  or  determinable  future  time,  a  sum 
certain  in  money  to  or  to  the  order  of  a  specified  person,  or  to 
bearer." 

The  following  is  a  specimen  of  a  bill :  — 


London,  $oth  September  1905. 

Three   months   after   dat 

e  pay  to 

my    order    the    sum    of     One 

hundred    Pounds    Sterling    for 

value   re 

ceived. 

(7\ 

\  stamp  / 

o 

"8  ^ 

X.  Y.  Z. 

i  v — y 

To  Mr.  J.  Jones, 

<-> 

London. 

T 

Here  X.  Y.  Z.  is  the   drawer,   and  when  Jones  accepts  he 
becomes  the  acceptor. 

The  bill  is  then  a  Bill  Receivable  to  X.  Y.  Z.  and  a  Bill  Pay- 
able to  J.  Jones. 
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In  J.  Jones's  Books.— 

In  J.  Jones's  books  X.  Y.  Z.'s  account  is  standing  as  a  credit 
balance.  When  Jones  accepts  the  bill  he  enters  particulars  of  it 
in  his  Bills  Payable  Book,  and,  using  this  book  as  a  Journal, 
posts  from  it  to  the  credit  of  Bills  Payable  Account  and  to  the 
debit  of  X.  Y.  Z.'s  account. 

Assuming  that  his  debt  to  X.  Y.  Z.  just  amounts  to  ^ioo, 
then  X.  Y.  Z.'s  account  is  closed  off  by  this  Journal  entry,  and 
Bills  Payable  Account  stands  as  a  credit  balance  of  ,£100. 
When  the  bill  becomes  due  Jones  pays  over  the  £100;  this  is 
credited  in  his  Cash  Book,  and  thence  posted  to<  the  debit  of 
Bills  Payable  Account,  thus  extinguishing  this  latter  account. 

Therefore  it  will  be  seen  that,  however  many  of  these  trans- 
actions there  may  be,  the  credit  balance  of  Bills  Payable 
Account  will  show  at  any  time  the  total  amount  of  the  bills 
which  Jones  has  accepted,  but  which  he  has  not  yet  met,  as 
they  are  not  yet  due. 

Jones's  books  will  show  this  particular  transaction  thus  :  — 
BILLS    PAYABLE    BOOK. 


Date  of 
Bill 


1905 
Sept.  30 


Date     I  Name  of 
Accepted,    Drawer 


1905 
Oct.     1 


Amount 
of  Bill 


£     s    d 
IOO    o    o 


Period 


Date  of 

Maturity 


1906 
Jan.      2 


To  whom 
Payable 


Ledger 
folio 


Dr.  Cr 


X.Y.Z. 


Remarks 


X.  Y.  Z.'s    ACCOUNT. 


1905 
Oct. 


To  Bills  Payable  A/c. 


£    S   d 
100   o   o 


By  Balance 


£    s    d 

100    o    o 
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BILLS    PAYABLE    ACCOUNT. 


1906 
Jan.    2 

To  Cash 

£  ■  d 
100  0  0 

.  - 

ByX.  Y.  Z.       .. 

Bill 
Bk.fo. 

£     s    d 

100    0    0 

CASH     BOOK. 

1906 

Jan.  2 

By  Bills  Payable 

£  s  d 
100   0   0 

In  X.  Y.  Z.'s  Books.— 

In  X.  Y.  Z.'s  books  Jones  has  previously  been  a  debtor  for 
.£100.  X.  Y.  Z.  then  sends  Jones  the  bill  for  ,£100,  and  it  is 
duly  accepted  by  him. 

X.  Y.  Z.  enters  the  bill  in  his  Bills  Receivable  Book,  and, 
using  this  book  as  a.  Journal,  posts  from  it  to  the  debit  of  Bills 
Receivable  Account,  and  to  the  credit  of  Jones's  account. 

Then  when  the  bill  falls  due,  and  X.  Y.  Z.  receives  the  money 
from  Jones,  he  debits  it  in  his  Cash  Book  and  posts  it  from  there 
to  the  credit  of  Bills  Receivable  Account,  thus  wiping  off  the 
balance  of  this  latter  account. 

Therefore  the  balance  of  Bills  Receivable  Account  will  show 
at  any  date  the  total  amount  of  the  bills  in  hand  at  that  time, 
for  which  the  money  has  not  yet  been  received,  as  they  have 
not  matured. 

The  accounts  in  X.  Y.  Z.'s  books  affected  in  this  case  will 
show  thus :  — 

BILLS    RECEIVABLE    BOOK. 


Date 

From  whom 

By  whom 

Term 

When 
Due 

Amount 

Ledger 
folio 

Remarks 

Received 

Received     j       Payable 

Dr. 

Cr. 

1905 
Oct.      3 

Jones 

J.  Jones 

3  mo's. 

1906 
Jan.  2 

£     s    d 
100    0    0 

ACCOUNTANCY  PAPERS  OF  THE  INTERMEDIATE.  67 

J.    JONES'S    ACCOUNT. 


1  To  Balance 


£    s   d 
IOO    o    o 


1905 

Oct.  3 


By  Bill  Receivable 


£  s  d 

IOO    o    o 


BILLS    RECEIVABLE    ACCOUNT. 

1905 

Oct.    3 

To  J.  Jones     .. 

Bill     1 
Bk.fo.      £     s   d 
100   0   0 

1906 
Jan.  2 

By  Cash 

£    s   d 
IOO    0    0 

CASH     BOOK. 

1906 

Jan.     2 

To  Bills  Receiva 

\    £  s  d 

bleA/c  1  100   0   0 

Dishonoured  Bills.— 

If,  instead  of  the  cash  being  received  on  January  2nd,  the  bill 
was  dishonoured,  then  X.  Y.  Z.  would  make  a  Journal  entry 
re-debiting  Jones  with  the  amount  and  crediting  Bills  Receivable 
Account,  thus  removing  the  bill  from  the  latter  account.  He 
would  also  debit  Jones  with  any  expenses  he  incurred  owing  to 
the  bill  being  dishonoured. 

It  will  be  noticed  that  three  days  of  grace  are  added  to  the 
term  of  the  bill,  so  that  an  acceptor  can  pay  within  any  of  the 
next  three  days  after  the  exact  period  stated  in  the  bill  has 
■expired.     This  does  not  apply  to  a  bill  payable  on  demand. 

Stamps. — 

A  bill  payable  on  demand  only  requires  one  penny  stamp, 
otherwise  than  on  demand,  it  requires  an  ad  valorem  stamp  at 
the  rate  of  is.  for  each  ,£100. 

It  is  useful  to  remember  that  a  Promissory  Note,  even  though 
payable  on  demand,  requires  an  ad  valorem  stamp. 

E    2 
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QUESTIONS. 
Bills  Receivable.— 

How  would  you  verify  "  Bills  Receivable "  in  a  Balance 
Sheet,  having  regard  to  the  fact  that  some  of  the  bills  included 
in  the  item  had  matured  between  the  date  of  the  Balance  Sheet 
and  the  time  of  your  audit? 

[Intermediate,  December  1900  and  December  1902.] 


Bills  of  Exchange.— 

W.  Blick  drew  upon  H.  Ludd,  of  Woodford,  a  Bill  of 
Exchange  for  ,£125,  dated  1st  June  1897,  payable  in  three 
months.  The  bill  was  duly  accepted  and  received  by  W.  Blick. 
Make  a  copy  of  the  bill,  and  of  the  entries  to  be  made  in 
Blick's  books  in  respect  of  it.  [Intermediate,  June  1897.] 

What  is  meant  by  accepting  a  bill?  Give  a  form  of  Accept- 
ance to  be  used  by  a  Company.  State  the  use  of  a  Bills  Pay- 
able Book,  and  give  specimen  page  with  one  bill  entered. 

[Intermediate,  December  1899.] 

Prepare  a  Bill  of  Exchange  at  three  months,  drawn  by  Duval, 
Paris,  on  John  Smith,  London,  on  1st  January  1893,  for  £436, 
duly  accepted,  and  assume  that  two  months  after  receiving  the 
bill  Messrs.  Duval  discount  it  at  the  Comptoir  d'Escompte,  at 
the  rate  of  5  per  cent,  per  annum.  On  the  bill  becoming  due 
it  is  presented,  and  returned  unpaid.  Show  the  entries  as  they 
will  appear  in  the  books  of  John  Smith,  using  dates. 

[Intermediate,  December  1893.] 

Prepare  a  form  of  Bills  Receivable  Book.  Give  six  entries 
for  the  month  of  November  1902,  and  show  how  you  would  deal 
with  the  total  of  the  monthly  transactions,  on  the  principle  of 
double-entry,,  without  passing  the  figures  through  the  Journal. 

[Intermediate,  December  1897.] 

Give  a  specimen  of  a  Bill  of  Exchange  in  favour  of  John 
Rogers  &  Co.,  accepted  by  Wallace  &  Williams,  for  ,£1,000. 
Make  the  bill  payable  at  a  London  bank,  and  state  the  amount 
of  the  stamp  necessary  to  make  the  bill  a  valid  one. 

[Final,  December  1895.] 
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CHAPTER    X. 


THE     DOUBLE -ACCOUNT    SYSTEM. 


For  some  reason  accountancy  students  frequently  confuse 
Single  and  Double  Entry  Systems  with  the  Double-Account  and 
Single-Account  Systems.  The  Double-Account  and  Single- 
Account  Systems  are  different  forms  of  double  entry,  the  latter 
the  most  usual,  the  former  comparatively  rare. 

The  Double-Account  System  is  applied  to  public  companies, 
such  as  Gas  and  Water  Companies,  Railways,  &c. 

These  companies  are  incorporated  by  Special  Act  of  Parlia- 
ment, by  which  they  are  given  certain  privileges  in  consideration 
of  the  public  benefit  obtained  from  them.  The  Double-Account 
System  is  considered  as  more  suitable  than  the  Single-Account 
System  for  these  companies,  because  of  their  permanent  nature. 
The  principle  of  both  systems  is  the  same,  the  chief  distinction 
being  in  the  form  of  the  Balance  Sheet.  In  the  ordinary  Single- 
Account  System  the  Balance  Sheet  consists  of  only  one  account, 
containing  on  the  debit  side  the  different  kinds  of  Capital, 
Liabilities,  Reserves,  &c,  and,  on  the  credit  side,  the  Assets, 
both  fixed  and  floating. 

In  the  Double-Account  System  this  Balance  Sheet  is  divided 
into  two  parts :  one  called  the  Capital  Account,  and  the  other 
the  General  Balance  Sheet. 
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The  Capital  Account  contains  on  the  debit  side  the  various 
sums  expended  on  fixed  assets  to  the  date  of  the  account,  and, 
on  the  credit  side,  the  various  kinds  of  capital  raised  to  meet 
such  expenditure.  The  balance  of  this  account  is  carried  to  the 
General  Balance  Sheet,  which  contains  the  other  liabilities  and 
Reserve  Funds,  &c,  on  the  debit,  and  the  floating  assets  on  the 
credit. 

The  method  of  treating  the  depreciation  of  fixed  assets  differs 
in  the  two  systems. 

In  the  Single-Account  System,  depreciation  is  deducted  from 
each  asset,  which  gradually  becomes  smaller  on  succeeding 
Balance  Sheets,  and,  when  replaced,  the  additional  value  of  the 
replacement  is  capitalised. 

The  Double-Account  System  makes  no  provision  for  deprecia- 
tion in  this  way.  Every  penny  spent  on  additional  assets  remains 
in  the  Capital  Account  for  ever;  but,  on  the  other  hand,  all 
renewals  and  replacements,  not  being  additions,  are  charged 
to  Revenue,  as  well,  of  course,  as  all  repairs. 

The  assets  are  thus  considered  to  be  kept  up,  out  of  Revenue, 
to  their  original  state  of  efficiency. 

If  this  system  is  rigidly  adhered  to  it  will  be  noticed  that  in 
the  first  few  years  of  a  company's  existence  repairs  are  very 
light,  and  consequently  the  charge  against  Revenue  small  j  but 
in  succeeding  years,  when  replacements  have  to  be  made, 
Revenue  has  to  bear  a  much  heavier  charge.  This  defect  is 
got  over  by  creating  a  Renewals  Fund  by  putting  aside  equal 
sums  each  year,  thus  levelling  the  expense  over  all  the  years,  and 
charging  actual  repairs  and  renewals  in  each  year  against  the 
fund. 

The  following  is  the  form  of  Capital  Account  under  the 
Double-Account  System :  — 
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QUESTIONS. 

What  is  meant  by  the  Double-Account  System,  and  to  what 
concerns  is  it  usually  applied?  [Final,  June  t8oq.] 


Give  an  illustration  of  a  Capital  Account  under  the  above 
system,  and  show  how  the  figures  relating  to  it  should  be  set 
out  in  the  Balance  Sheet.  [Final,  December  1898.] 
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CHAPTER    XL 


STATEMENTS    OF   AFFAIRS   AND    DEFICIENCY 
ACCOUNTS. 


When  an  individual  or  a  firm  becomes  insolvent,  statements 
are  prepared  for  submission  to  the  creditors,  and  are  known 
respectively  as  the  "  Statement  of  Affairs,"  and  the  "  Deficiency 
Account."  The  principle  on  which  they  are  prepared  is  much 
the  same  as  in  the  case  of  an  ordinary  Balance  Sheet  and  Profit 
and  Loss  Account,  inasmuch  as  the  Statement  of  Affairs  shows 
on  the  debit  side  the  liabilities  and  on  the  credit  side  the  assets 
and  the  deficiency,  and  the  Deficiency  Account  shows  how  this 
deficiency  over  a  certain  period  has  been  accounted  for. 

These  accounts  are,  however,  arranged  in  a  particular  way, 
so  as  to  be  as  intelligible  as  possible  to  the  creditors  to  whom 
they  are  sent. 

Statement  of  Affairs.— 

The  object  of  the  arrangement  of  the  items  in  the  Statement 
of  Affairs  is  to  show  what  unpledged  assets  are  available  to  meet 
the  demands  of  ordinary  unsecured  creditors. 

Instead,  therefore;,  of  all  the  assets  being  shown  on  the  credit 
side,  and  all  the  liabilities  on  the  debit  side,  assets  which  are 
pledged  with  creditors  are  deducted  from  the  particular 
creditors,  and  the  net  amount  only  (representing  the  amount  for 
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which  those  creditors  are  unsecured)  is  extended  on  the 
liabilities'  side.  In  the  same  way,  fully  secured  creditors  are 
deducted  from  the  amount  of  the  assets  they  hold  as  security, 
and  the  net  amount  (representing  that  part  of  the  assets  free  for 
division  among  unsecured  creditors)  extended  on  the  assets' 
side.  There  are  also  other  creditors,  known  as  Preferential 
Creditors,  who,  although  not  secured,  are  entitled  to  be  paid  off 
before  ordinary  unsecured  creditors.  These  appear  in  the 
Statement  of  Affairs  as  a  deduction  from  the  total  of  unpledged 
assets  on  the  credit  side.  (Reference  should  be  made  to  text- 
books on  Bankruptcy  and  Liquidation  as  to  the  nature  of  these 
preferential  creditors.) 

Deficiency  Account.— 

This  account  is  debited  in  the  first  place  with  the  excess  of 
assets  over  liabilities — that  is  to  say,  the  capital  at  the  opening 
date  of  the  period  which  the  account  covers.  On  the  debit 
side  also  are  put  the  profits  of  the  estate  (if  any),  as  shown  by 
the  books  during  any  portion  of  the  period. 

On  the  credit  side  appear  sums  by  which  capital  has  been 
reduced  during  the  period,  such  as — 

Losses  as  shown  by  the  books. 
Drawings. 

Estimated  Losses  owing  to  anticipated  realisation  of  assets 
at  a  figure  below  their  book  value. 

Now,  it  is  evident  that  if  the  capital  at  the  start  of  a  period  is 
given,  and  to  it  are  added  all  amounts  by  which  it  has  been 
increased,  and  against  it  are  put  all  amounts  by  which  it  has 
been  reduced  during  the  period,  the  balance  (if  the  estate  is 
insolvent)  will  be  the  amount  of  the  deficiency  at  the  end  of  the 
period.  Therefore  a  Deficiency  Account  will  show  a  debit 
balance,  which  appears  in  the  Statement  of  Affairs  on  the  credit 
side,  as  stated  above. 
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Example.— 

The  following  example  will  show  the  manner  in  which  these 
accounts  are  set  out :  — 

A.  B.  becomes  insolvent,  and  from  the  following  particulars 
his  Statement  of  Affairs  at  31st  December  1905,  and  his 
Deficiency  Account  for  the  four  years  ended  that  date,  are  to 
be  made  out :  — 

His  ordinary  unsecured  Creditors  are  £9,000. 

His  partly-secured  Creditors,  £4,000,  hold  security  to  the  amount 
of  £2,000. 

His  fully-secured   Creditors,   £3,000,    hold   security  to  the  amount 
of  £4,000. 

His  preferential  Creditors  amount  to  £130. 

His  Assets  consist  of — 

Cash  ..  ..  ..  ..  £10 

Book  Debts- 
Good  . .  . .  . .  . .         3>ooo 

Doubtful       ..  ..  ..         1,000     estimated  to  produce 

10/-  in  the  £. 
Bad 200 

Stock,  valued  in  books  at  ..        3,000     estimated  to  produce 

£2,120. 
His  Capital  on  1st  January  1902  was  £4,000. 

His     Books     showed     in     1902    a    profit    of    £300. 

,,  1903    a    loss    of    £200. 


"                              »' 

j.y<j4 

' 

>>                             M 

1905 

■ 

1,800. 

is   Drawings   were : 

-In 

1902 

• 

I.OOO. 

>>                  >i 

1903 

SOO. 

>>                   >» 

1904 

• 

1,500. 

>>                  »i 

I905 

. 

1,220. 
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STATEMENT   OF   AFFAIRS,  31st  December  1905. 


Gross 
Liabili- 
ties 


£ 
9,000 
4,000 


3,000 


130 


To  Creditors — 

Unsecured 

Partly  secured.  .£4,000 

Less    Value     of 
Security 

Fully  secured 

Less    Value    of 
Security        . .    4,000 

Balance  to  Contra   1,000 


Preferential 
Creditors  (see 
per  Contra)  . . 


[30 


£ 
9,000 


£11,000 


By  Sundry  Assets,  viz.  : — 

Cash 

Book  Debts- 
Good        

Doubtful..         ..£1,000 
estimated  to  produce 

Bad  . .         . .       200 

Stock  in  hand       .  .£3,000 
estimated  to  produce 
„    Surplus  in  hands  of  fully- 
secured  Creditors 


„    Deficiency,     as    per    Defi- 
ciency Account 


3,000 
500 


6,630 
Less  Preferential  Creditors  130 


6,500 

4,500 
£11,000 


DEFICIENCY    ACCOUNT, 
from  1st  January  1902  to  31st  December  1905. 


To  Excess  of  Assets  over  Liabili- 

£ 

By  Losses,  as  per  books  : — 

£ 

i  ».!  Ifcties  on  1st  Jan.  1902 

4,000 

1903          ..         ..        £200 

„   Profits,  as  per  books  1902     . . 

300 

1904          . .         . .          700 

„   Deficiency,  as  per  Statement 

1905          ..         ..       1,800 

of  Affairs 

4,500 

2,700 

„   Other  Losses,  viz. : — 

On     Book     Debts     (esti- 

mated on  realisation). . 

700 

On  Stock    (estimated  on 

realisation) 

880 

„    Personal  Expenses  : — 

1902           ..         ..     £1,000 

1903          . .         . .          800 

1904          ..         ..        1,500 

1905          ..         ..        1,220 

4,500 

£8,800 

£8,800 
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QUESTIONS. 
Deficiency  Account.— 

What  do  you  understand  by  a  Deficiency  Account?  In  the 
case  of  a  trader  who  has  been  in  business  for  five  years,  and 
had  not  kept  proper  accounts,  by  what  process  would  the  first 
item  of  a  Deficiency  Account  be  ascertained? 

[Intermediate,  December  1893.] 

State  under  what  circumstances  a  Deficiency  Account  is 
required,  and  set  out  an  account  containing  such  items  on  the 
debit  and  credit  sides  respectively  as  you  would  expect  to  find 
in  such  an  account.  [Intermediate,  June  1900.] 

Statement  of  Affairs. — 

From  the  following  prepare  a  Statement  of  the  Affairs  of  The 

Sandy  Freehold  Land  Society:  — 

THE    SANDY   FREEHOLD    LAND   SOCIETY. 

£  I 

Unsecured  Creditors  . .  . .  . .  200,000 

Creditors  fully  secured         . .  . .  . .  6,ooo 

Property  held  by  Secured  Creditors  ..      12,000 
Creditors  for   Rates,  Taxes,    and  Wages 

(Preferential)       . .  . .  . .  . .  300 

Bill  of  Exchange  (Good)      . .  . .  . .  22 

Book  Debts     . .  . .  . .  . .  . .      27,000 

Good,  £1,000. 

Doubtful,  £25,000  (produce  £2,000). 

Remainder  Bad. 

Property  . .  . .  . .  . .  . .      56,000 

Loans  on  Mortgage  (produce  £60,000)  . .    170,000 

Office  Furniture,  &c.  . .  . .  . .  100 

Cash  at  Bankers        . .  . .  . .  . .  900 

,,     in  hand  . .  . .  . .  . .  . .  100 

[Intermediate,  June  1898.] 

Deficiency  Account.— 

Prepare  an  imaginary  Deficiency  Account  for  a  wholesale 
trader  who  commenced  business  four  years  ago  with  a  capital  of 
£'2,500,  and  made  ,£100  profit  during  the  first  two  years;  his 
present  liabilities  being  ,£17,600,  and  assets  estimated  to  realise 
,£10,300.  The  imaginary  items  of  the  account  must  not  exceed 
twelve  in  number,  and  should  be  representative  of  items  usually 
found  in  such  accounts.  [Final,  December  1893.] 
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CHAPTER     XII. 


MINIMUM    OR    DEAD     RENT    ACCOUNTS. 


These  accounts  are  found  principally  in  the  case  of  Mines, 
and  in  Collieries  in  particular.  For  this  reason  they  are  not 
commonly  met  with  in  ordinary  practice,  but  recur  fairly 
frequently  in  examination  papers. 

A  colliery,  or  part  of  the  workings  of  a  colliery,  is  often  let 
by  the  owner  at  a  rental  varying  with  the  amount  of  coal  raised 
by  the  lessee.  The  usual  terms  of  the  agreement  are  that  the 
lessee  is  to  pay  as  rent  a  royalty  of  so  much  per  ton  of  coal 
raised.  This  rent  is  not  to  drop  below  a  certain  fixed  sum, 
called  the  minimum  or  dead  rent  per  annum.  Should  the  lessee 
not  have  raised  sufficient  coal  in  one  year  to  amount  in 
royalties  to  the  minimum  rent,  he  is  allowed  to  recoup  himself 
by  raising  this  shortage  in  the  future  year.  There  is  usually  a 
further  provision  in  the  agreement  that  shortworkings  can  only 
be  made  up  within  a  certain  fixed  period  of  years.  This  can  be 
more  clearly  shown  by  a  simple  example  :  — 

A.  lets  a  colliery  to  B.  on  the  condition  that  B.  must  pay  him 
a  royalty  of  is.  a  ton  on  coal  worked,  the  yearly  rental  not  to 
fall  below  ,£50,  and  shortworkings  to  be  only  recoverable 
within  a  period  of  three  years. 

B.  raises  in  the  first  year  500  tons. 

„  „         second  year  1,000  tons. 

„  „    ,     third  year  1,500  tons. 
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In  the  first  year  B.'s  royalty  at  is.  per  ton  on  500  tons  amounts 
to  .£25.  He  has,  nevertheless,  to  pay  the  minimum  rent  of 
,£50;  so  he  has  £25  shortworkings  to  recoup,  if  he  can,  within 
the  next  two  years. 

In  the  second  year  B.'s  royalty  at  is.  a  ton  on  1,000  tons 
amounts  to  ,£50.  Again  he  has  ,£50  minimum  rent  to  pay,  so 
that  there  still  remains  the  ,£25  shortworkings  paid  in  the  first 
year,  which  he  has  now  only  one  year  in  which  to  recover. 

In  the  third  year  B.'s  royalty  at  is.  per  ton  on  1,500  tons 
amounts  to  £75.  He  pays  his  minimum  rent  of  ,£50,  and  the 
£25  shortworkings  of  the  first  year  goes  against  the  £25  over- 
workings  of  the  last  year,  and  just  balances  it,  so  that  at  the  end 
of  the  fixed  period  B.  is  equal  with  his  landlord.  Had  he  in  the 
third  year  worked  1,250  tons  instead  of  1,500  he  would  still 
have  had  his  minimum  rent  of  £50  to  pay,  and  had  he  worked 
1,750  tons  he  would  have  had  to  pay  1,750  shillings,  less  the 
,£25  brought  forward  from  the  first  year  =  £87  10s.  od. — £25  = 
£62  1  os. 

Now  we  come  to  consider  B.'s  method  of  recording  these 
transactions  in  his  accounts. 

In  addition  to  his  Cash  Account,  and  his  Personal  Account 
with  his  landlord  A.,  he  will  open  a 

"  Royalties  Account," 

"  Minimum,  Rent  Account,"  and  a 

"  Rent  Paid  in  Excess  of  Royalties  Earned  Account." 

His  entries  will  be  as  follow  :  — 

First  Year. — He  debits  Royalty  Account  and  credits 
Minimum  Rent  Account  with  the  royalty  earned — viz.,  is.  a  ton 
on  500  tons  =  £25. 
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He  then  debits  Minimum  Rent  Account  and  credits  his  land- 
lord A.  with  the  amount  he  actually  has  to  pay — viz.,  ,£50.  A 
debit  balance  of  ^25  then  remains  on  Minimum  Rent  Account. 
This  is  transferred  to  the  debit  of  "Rent  Paid  in  Excess  of 
Royalties  Earned  Account,"  where  it  stands  as  an  asset,  as  it 
will  be  recovered  in  future  years. 

The  debit  balance  of  Royalties  Account  is  written  off  to 
Profit  and  Loss,  and,  when  the  landlord  is  actually  paid,  his 
account  is  debited  from  the  credit  side  of  the  Cash  Book. 

Second  Year. — As  before,  the  actual  earning — viz.,  is.  a  ton 
on  1,000  tons  =  <£5o — is  debited  to  Royalties  Account  and 
credited  to  Minimum  Rent  Account.  Minimum  Rent  Account 
is  debited  and  landlord  credited  with  the  minimum  rent  to  be 
actually  paid.  Minimum  Rent  Account  balances  this  year,  and 
Royalties  Account,  ,£50,  is  written  off  to  Profit  and  Loss 
Account,  and  the  landlord's  account  debited  from  the  Cash 
Book. 

TJdrd  Year. — As  in  the  two  previous  years,  the  royalty 
earned,  ,£75,  is  debited  to  Royalties  Account  and  credited  to 
Minimum  Rent  Account.  Minimum  Rent  Account  is  debited, 
and  landlord  credited,  with  the  amount  of  minimum  rent — 
viz.,  ,£50. 

There  is  now  a  credit  balance  of  ,£25  on  Minimum  Rent 
Account.  This  represents  the  overworkings  of  the  last  year, 
which  are  allowed  to  be  set  against  the  shortworkings  of 
the  first  year.  This  balance  is  therefore  transferred  to  "Rent 
Paid  in  Excess  of  Royalties  Earned  Account,"  which  account  is 
now  wiped  off.  The  landlord  is  once  more  debited  with  his 
£^50  from;  the  Cash  Book,  and  the  debit  balance  of  £^75  on 
Royalties  Account  written  off  to  Profit  and  Loss  Account. 
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ROYALTIES  ACCOUNT. 


(I) 

To  Minimum  Rent,  if-  on  500  tons 

£    1 
25    1 

By  Profit  and  Loss  Account  . . 

£ 
25 

(a) 

„                do.             1/-  „  1,000    „ 

50 

» 

Do.             do. 

50 

(3) 

„                do.             1/-  „  1,500     „ 

75    i 

■ 

Do.             do. 

75 

MINIMUM  RENT  ACCOUNT. 


£ 

(1)    To  Landlord          50 

<2)       „        Do.                50 

(3)       >        Do.                50 

„  Balance  carried  to  Rent  Paid 
in     Excess    of    Royalties 

Earned  Account    . .         . .  25 


£ 

By  Royalties  Account 25 

„    Balance  carried  to  Rent  Paid  in 
Excess   of   Royalties    Earned 

Account 25 

„    Royalties  Account 50 

Do.                75 


RENT   PAID    IN    EXCESS   OF   ROYALTIES   EARNED. 


(1)  To  Minimum  Rent  Account 

(2)  „  Do.  do. 


(3)     By  Minimum  Rent  Account 


LANDLORD'S    ACCOUNT. 


£ 

(1)  To  Cash 50 

(2)  „      Do 50 

3)       „      Do 50 


By  Minimum  Rent  Account 
Do.  do. 

Do.  do. 


CASH    ACCOUNT. 


(1)  By  Landlord 

(2)  „        Do. 

(3)  •        Do. 
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QUESTIONS. 
Dead  Rent.— 

Explain  the  terms  Minimum  or  Dead  Rent  and  Royalty,  as 
used  in  mining.  How  would  you  deal  with  Dead  Rent  in  the 
books  of  a  Colliery  Company? 

[Intermediate,  December  1896.] 

Royalty  Rent.— 

A  Colliery  is  worked  under  a  thirty  years'  lease,  at  a  Royalty 
of  8d.  per  ton,  with  a  minimum  yearly  rent  of  ;£i,ooo,  with 
power  to  recoup  shortworkings.  In  the  first  year  25,000  tons 
are  worked;  in  the  second,  26,500;  in  the  third,  24,600;  in  the 
fourth,  31,000;   and  in  the  fifth,  30,500  tons. 

How  would  you  deal  with  the  respective  years'  Royalties, 
both  in  Profit  and  Loss  and  in  the  Balance  Sheet? 

[Intermediate,  December  1899.] 


A  Colliery  Company  acquires  a  lease  of  a  mineral  area  for  a 
term  of  60  years  at  a  minimum  certain  rent  of  ,£500  per 
annum,  merging  into  a  Royalty  of  sixpence  per  ton  on  coal 
worked  in  periods  each  of  three  years.  Assuming  the  Royalties 
on  coal  worked  during  the  first  year  amounted  to  ^100,  in  the 
second  year  to  .£400,  and  in  the  third  year  to  £700  (leaving 
,£300  of  certain  rent  forfeited),  make  the  necessary  Journal  and 
Cash  Book  entries  and  post  to  Ledger  Accounts,  on  the  basis  of 
the  first  two  years'  rent  having  been  paid  at  the  end  of  each 
year,  and  the  rent  of  the  last  year  being  unpaid,  showing  the 
proper  amount  chargeable  to  Profit  and  Loss  in  each  year. 

[Intermediate,  June  1896.] 

Minimum  Rent.— 

What  is  the  meaning  of  Minimum  or  Dead  Rent  in  a  Mine's 
Accounts?  Give  an  instance  of  the  mode  of  treating  such,  if  it 
has  not  been  worked  up  to,  in  a  Profit  and  Loss  Account  and 
Balance  Sheet.  [Final,  December  1902.] 


The  Coal  Mine  Company,  Lim.,  took  a  lease  of  a  Colliery 
from  G.  Risch  for  99  years  from  September  29th  1896,  at  a. 
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ground  rent  of  .£50  a  year,  payable  half-yearly,  and  a  royalty  of 
6d.  per  ton,  with  a  minimum  royalty  of  ^80  a  year,  payable 
half-yearly.  During  the  first  year  the  Company  raised  2,500 
tons,  and  during  the  second  year  ended  September  29th  1898 
4,000  tons.  The  several  amounts  due  to  G.  Risch  were  paid 
twenty-one  days  after  becoming  due. 

Write  up  both  Personal  and  Nominal  Accounts,  and  balance 
them  at  the  end  of  each  year.  [Final,  December  1898.] 


f  2 


8.4         EARLY  STAGES  OF  PREPARATION  FOR  THE 


CHAPTER     XIII. 


MISCELLANEOUS. 


COST     ACCOUNTS. 

These  are  accounts  prepared  by  Manufacturers,  Contractors, 
Engineers,  and  others,  for  the  purpose  of  ascertaining  the  exact 
cost  of  manufacturing  a  certain  article  or  performing  a  certain 
contract.  The  principle  on  which  they  are  prepared  is  that  all 
expenses  are  split  up  over  the  various  articles  manufactured,  or 
contracts  entered  into.  When  this  has  been  done  it  is  easy  to 
find  the  profit  on  the  contract,  or  the  ratio  the  expense  of  pro- 
ducing an  article  bears  to  the  selling  price.  From  Cost 
Accounts  a  contractor  can  find  the  lowest  price  at  which  he  can 
tender  for  a  contract;  and  a  manufacturer  can  ascertain  the 
lowest  remunerative  price  at  which  he  can  sell  the  manufactured 
article. 

Broadly  speaking,  expenses  are  split  up  into — 

(i)  Wages  paid  on  the  contract,  or  on  the  manufacture  of  a 
certain  article. 

(2)  Materials    used    on    the    contract,    or    in    the    course    of 

manufacturing  the  article. 

(3)  Establishment  Charges,  which  cannot  be  allocated  to  any 

particular     contract,     or     the     manufacture     of     any 
particular  article. 
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The  Wages  paid  are  split  up  by  analysing  the  Wages  Book; 
the  Materials  used  by  keeping  accurate  Store  Accounts  of  all 
material  coming  in  and  going  out  for  various  purposes ;  while 
Establishment  Charges  are  spread  over  all  contracts,  or  all  kinds 
of  manufactured  goods,  as  fairly  as  possible. 

The  following  is  an  abbreviated  specimen  of  the  Cost  Account 
of  a  Colliery,  which  shows  the  total  cost  of  each  ton  of  coal 
raised  during  a  period,  and  the  ratio  each  expense  bears  to  this 
amount :  — 


THE  ALBION  COLLIERY. 
Cost  Sheet  for  the  Month  ending  31st  March  1904. 

(Coal  raised  for  the  Month  20,000  Tons.) 


Wages— Surface  Men  . 
Timbering  Wages 

Pitmen 

Pumping 

Royalty 

Establishment  Charges 


Total  Cost 
for  the 

Month 

Cost  per 

Ton  on 

Coal  raised 

£ 

s 

d 

£ 

s    d 

600 

0 

0 

0 

0    7 

650 

0 

0 

0 

0    7b 

4,000 

0 

0 

0 

4     0 

50 

0 

0 

0 

0     o£ 

300 

0 

0 

0 

0     4 

5,600 

0 

0 

0 

5     7 

400 

0 

0 

0 

0     5 

£6,000 

0 

0 

£0 

6     0 
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IT*. 


SOME    NOTES    ON    GOODWILL. 


Goodwill  has  been  defined  as  "  The  benefit  arising  from  con- 
nection and  reputation." 

Another  definition  given  is  "  The  probability  that  the  old 
customers  will  resort  to  the  old  place/' 

The  value  of  the  goodwill  of  a  business  is  based  upon  the 
profits  of  past  years,  bearing  a  certain  proportion  to  or  multiple 
of  profits,  varying  with  the  nature  of  the  business.  For 
instance,  the  goodwill  of  a  retail  trading  concern  would  bear  a 
higheT  ratio  to  the  profits  than  the  goodwill  of  a  profession  of  a 
personal  nature,  like  a  doctor's,  solicitor's,  or  accountant's.  The 
number  of  years'  purchase  might  vary  from  two  to  four  years. 

As  to  the  treatment  of  goodwill  in  a  Balance  Sheet,  though 
the  item  is  frequently  written  down  year  by  year,  there  is  no 
necessity  to  adopt  this  course  if  the  business  continues  to  be  as 
profitable  as  when  it  was  first  bought.  Writing  down  goodwill 
of  a  successful  business  increases  its  liquid  assets,  and  is  to  be 
commended,  as  there  may  come  a  time  when  profits  decrease, 
and  if  goodwill  stood  at  the  original  figure  Revenue  would  have 
to  bear  the  additional  charge  of  depreciation  of  goodwill,  thus 
making  the  net  profit  still  smaller,  or  remain  at  a  figure  quite 
disproportionate  to  its  real  value. 

With  regard  to  the  depreciation  of  goodwill  it  was  decided, 
in  the  important  case  of  Wilmer  v.  McNamara,  that  the  goodwill 
of  a  trading  company  was  in  the  nature  of  fixed  capital,  and 
therefore  it  was  not  necessary  (in  the  absence  of  a  special  pro- 
vision in  the  company's  regulations)  to  make  good  any  deprecia- 
tion of  the  goodwill  in  ascertaining  the  amount  of  profits  avail- 
able for  dividend. 
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SOME    NOTES    ON     STOCK-IN-TRADE. 

For  purposes  of  accounts  Stock-in-Trade  should  be  valued  at 
cost  or  market  price,  whichever  is  lowest  at  time  of  stocktaking. 
Due  provision  should  be  made  for  soiled  or  obsolete  stock,  and 
for  waste. 

In  the  case  of  partly-manufactured  stock  the  cost  of  manu- 
facture to  date  is  added  to  the  cost  price  of  the  raw  material. 

The  auditor's  duty  with  regard  to  stock-in-trade  was  fully 
discussed  in  the  celebrated  Kingston  Cotton  Mill  case. 

The  Judge  there  held  that  it  is  no  part  of  the  auditor's  duty 
to  take  stock,  and  that  he  must  rely  on  other  persons  for  the 
materials  necessary  to  enable  him  to  enter  the  stock-in-trade  at 
its  proper  value  in  the  Balance  Sheet,  and  therefore  is  justified 
in  relying  on  their  certificate  as  to  the  value,  in  the  absence 
of  any  obvious  evidence  that  such  figure  is  not  inflated  unduly. 

At  the  same  time,  most  auditors  prefer  to  do  what  is  feasible 
in  testing  the  accuracy  of  the  figure  of  stock-in-trade,  in  addition 
to  getting  the  certificate  of  those  responsible  for  the  stocktaking. 

Therefore,  the  additions  of  the  Stock  Sheets  are  usually 
roughly  checked ;  also  a  few  of  the  extensions,  while  recent 
invoices  are  compared  with  the  prices  at  which  stock  has  been 
entered.  A  good  independent  check  on  the  accuracy  of  the 
stocktaking  often  exists  in  the  fact  that  the  percentage  gross 
profit  on  sales  should  vary  very  little  from  year  to*  year,  and  any 
sudden  fluctuation  should  lead  to  an  investigation  on  the  part 
of  the  auditor  as  to  its  reason. 
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AUDITORS    UNDER    THE    COMPANIES   ACT,    1900. 
Appointment.— 

Auditors  are  to  be  elected  and  their  remuneration  is  to  be 
fixed — 

(i)  By  the  company  at  the  annual  general  meeting,  and  they 
then  hold  office  till  the  next  annual  general  meeting. 

(2)  If  the  company  does  not  appoint,  then  on  the  application 

of  any  member  of  the  company  the  Board  of  Trade 
will  appoint  and  fix  remuneration  for  the  current  year. 

(3)  The    directors    can    appoint    and    fix    remuneration    of 

auditors 

(a)  for    the    period     preceding     the     first     annual 

general  meeting ;  and  at  the  meeting  the  com- 
pany can  remove  them; 

(b)  to  fill  any  casual  vacancy. 

Powers  and  Duties. — 

Auditors  may  have  right  of  access  at  all  times  to  the  books 
and  vouchers  of  the  company. 

They  are  entitled  to  necessary  information  and  explanation 
from  directors  and  officers,  and  it  has  been  decided  that  they 
are  officers  of  the  company. 

Certificate.— 

They  must  sign  a  certificate  at  the  foot  of  the  Balance  Sheet, 
stating  whether  or  not  all  their  requirements  as  auditors  have 
been  complied  with. 
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Report.— 

They  must  make  a  report  to  the  shareholders  on  all  accounts 
examined  by  them,  and  on  every  Balance  Sheet  laid  before  the 
company  in  general  meeting. 

This  report  must  state  whether,  in  the  opinion  of  the  auditors, 
the  Balance  Sheet  referred  to  by  the  report  is  properly  drawn 
up  so  as  to  exhibit  a  true  and  correct  view  of  the  company's 
affairs,  as  shown  by  the  company's  books ;  and  such  report  must 
be  read  before  the  company  in  general  meeting. 

Report  of  Statutory  Meeting.— 

A  company  must  hold  a  statutory  meeting  not  less  than  one 
month  or  more  than  three  months  from  the  time  when  it  is 
entitled  to  commence  business. 

At  least  seven  days  before  the  meeting  it  has  to  send  certain 
particulars  to  its  members.  The  following  particulars  must  be 
certified  by  the  auditors:  — 

The  Shares  allotted  by  the  Company  and  the  Cash  received 
in  respect  of  such  shares. 

The  Receipts  and  Payments  on  Capital  Account  to  the  date 
of  the  report. 


SOME    NOTES    ON    INCOME-TAX. 

Income-tax  is  collected  under  the  following  schedules:  — 

Schedule  A. — 

Tax  on  the  owners  of  land  and  houses  in  respect  of  the 
property  in  them.  The  rent  or  annual  value  is  the  measure  of 
the  charge,  less  one-sixth  for  repairs. 
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Schedule  B.— 

The  tax  on  the  benefit  derived  from  occupation  of  land  by 
farmers  and  the  like.  The  measure  of  charge  is  one-third  of 
the  annual  value.  The  farmer  can,  if  he  likes,  elect  to  be 
assessed  under  Schedule  D. 

In  the  cases  of  the  above  two  schedules  the  occupier  pays 
the  tax  and  deducts  it  from  the  next  rent  paid  to  the  landlord. 

Schedule  C— 

Income  from  any  public  revenue,  Imperial,  Colonial,  or 
foreign,  tax  is  charged  on  the  amount  received. 

Schedule  D.— 

Income  from  trade,  professions,  and  other  occupations,  and 
any  income  not  included  in  the  other  schedules.  Basis  of 
assessment  is  a  return  of  income  required  from  the  taxpayer. 

Schedule  E.— 

The  income  of  persons  in  the  employment  of  the  State,  or  in 
other  public  employments  of  profit. 

Most  Important  Exemptions.— 

Incomes  not  exceeding  £160. 

Charities,  Hospitals,  Almshouses. 

Friendly  Societies,  Industrial  and  Provident  Societies. 

Savings  Banks. 

Most  Important  Abatements.— 

Abatement 
Income  not  exceeding  £400  . .         . .         . .         . .  £160 

500 150 

,,  600  . .         . .         . .         . .  120 

, ,  , ,  700  . .         . .         . .         . .  70 

Life  assurance  paid  to  British  office,  not  exceeding  one-sixth 
of  total  income. 

The  income-tax  year  runs  from  April  5th — April  5th. 
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The  duty  charged  in  respect  of  trade  is  on  the  average  profits 
of  the  last  three  completed  years  before  the  year  of  assessment. 
Returns  are  required  about  June,  and  payment  is  made  in  the 
following  January ;  so  that  a  business  which  makes  its  accounts 
out  at  31st  December  will  fill  in  a  form  in,  say,  June  1904, 
returning  the  average  profits  of  1901,  1902,  and  1903,  and  will 
pay  income-tax  in  January  1905  for  the  year  ending  5th  April 
1905.  Should  the  profits  for  1904,  when  ascertained,  amount 
to  less  than  the  average  of  1901,  1902,  and  1903,  then  the  busi- 
ness can  strike  out  1901  and  substitute  1904;  and  should  the 
new  average  profits  amount  to  less  than  the  old,  a  return  of  the 
income-tax  on  the  difference  can  be  demanded. 

Deductions  Allowed.— 

For  repairs  of  premises  occupied  for  purposes  of  trade. 

For  debts  proved  to  be  bad,  and  doubtful  debts  according  to 
their  estimated  value. 

For  rent  of  premises  used  solely  for  purposes  of  trade,  or  pro- 
portion not  exceeding  two-thirds,  if  partly  so  used. 

For  annual  value  of  premises  occupied  by  owner  solely  for 
purposes  of  trade,  or  proportion  of  annual  value,  if  partly  so 

used. 

Deductions  not  allowed  in  arriving  at  Annual  Profit.— 

Interest  on  Capital. 
Partners'  Salaries. 

Sums  spent  in  improvements  of  premises,  or  written  off  for 
depreciation  of  Land,  Buildings,  or  Leases. 
Losses  not  connected  with  trade. 
Expenses  of  maintenance  of  persons  assessable. 
Losses  recoverable  under  insurance  or  contract  of  indemnity. 
Income-tax. 
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Wear  and  tear  of  Machinery  and  Plant ;  but  after  the  average 
profit  has  been  arrived  at  allowance  for  depreciation  of  plant 
and  machinery  can  be  obtained. 

The  income  of  married  women  living  with  the  husband  is 
deemed  to  be  his  income,  and  must  be  included  on  his  statement. 
The  only  exception  is  where  a  wife  earns  an  income  inde- 
pendently by  the  exercise  of  her  own  personal  labour,  and  the 
joint  income  of  husband  and  wife  dees  not  exceed  ,£500,  then 
the  profit  earned  by  the  wife  can  be  treated  separately,  and  a 
separate  claim  of  exemption  or  abatement  may  be  made  in 
respect  thereof. 

Schedule  A.  - 

It  is  important  to  remember  that  where  a  trader  is  himself 
the  owner  of  the  premises,  he  is  entitled  to  deduct  from  his 
profits  the  assessed  annual  value  of  his  premises  upon  which  he 
has  already  paid  income-tax  under  Schedule  A. 


QUESTIONS. 
Cost  Accounts.— 

Give  a  short  explanation  of  the  form  and  method  of  keeping 
Cost  Accounts,  and  give  a  form  of  Cost  Sheet  of  either  a 
Colliery,  Ironworks,  or  a  Foundry.        [Intermediate,  June  1898.] 

What  are  Cost  Accounts?  State  shortly  how  they  are  pre- 
pared, and  explain  how  the  profit  or  loss  on  any  specific 
contract  may  be  arrived  at  under  a  proper  system.  Give  an 
example.  [Final,  December  1894  and  December  1896.] 

What  is  the  distinction  between  what  is  known  in  mining 
circles  as  the  Cost  Book  System  and  the  method  of  keeping 
Prime  Cost  Accounts  in  workshops  and  factories? 

[Final,  June  1896.] 
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Goodwill.— 

What  is  Goodwill,  and  upon  what  should  it  be  based  ? 

[Intermediate,  December  1899.] 

You  find  amongst  the  assets  in  a  Balance  Sheet  an  item  of 
Goodwill.  What  considerations  should  guide  you  as  to  its 
value?  [Intermediate,  June  1898.] 

A.  and  B.  purchased  from,  the  executors  of  C.  a  business,  for 
which  they  paid  ,£2,000  in  excess  of  the  estimated  value  of  the 
assets  taken  over.  Where  would  the  ^2,000  appear  in  A.  and 
B.'s  Balance  Sheet  at  the  end  of  their  first  year's  trading,  and 
what  would  it  represent?  State  whether  or  not  you  would 
consider  it  necessary  or  desirable  that  any  part  of  the  ,£2,000 
should  be  written  off  annually,  and  give  your  reasons. 

[Final,  December  1899.] 
Stock-in-Trade.—  ' 

On  what  basis  of  value  should  Stock  be  taken  for  the 
purposes  of  a  Balance  Sheet?  [Intermediate,  June  1895.] 

Give  your  reasons  for  the  undesirableness  of  valuing  Stock  at 
selling  prices.  [Intermediate,  December  1895.] 

What  is  the  duty  of  an  Auditor  with  relation  to  the  Stock-in- 
Trade  appearing  in  the  Balance  Sheet? 

[Intermediate,  December  1899.] 

The  Stock  at  the  commencement  of  a  financial  year  was 
inserted  in  the  Profit  and  Loss  Account  at  cost  price,  less  10 
per  cent.,  and  at  the  close  of  the  year  at  cost  price,  less  5  per 
cent.  How  does  this  affect  the  year's  profit,  and  how  should  it 
be  dealt  with  by  the  Auditor?       [Intermediate,  December  1894.] 

In  a  Brewery  100  pockets  of  Hops  in  stock  cost  £5  per 
pocket.  How  should  they  be  stated  in  the  Balance  Sheet,  if 
the  present  value  be  (a)  £4  per  pocket,  or  (b)  -£6  per  pocket? 
Give  your  reasons,  [Final,  June  1898.] 

Companies  Act,   1900,  re  Auditors. — 

When  a  Company  has  not  adopted  a  good  system  of  account 
keeping  has  an  Auditor  any  special  duty  to  perform  ?  Does  the 
Companies  Act,  1900,  confer  any  special  power  upon  an 
Auditor  in  this  respect?  [Intermediate,  June  1902.] 
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What  are  the  provisions  of  the  Companies  Act,  1900.,  with 
regard  to  the  appointment  of  Auditors,  and  what  special  duties 
does  that  Act  entail  on  them?  [Final,  December  1902.] 

What  are  the  duties  of  Auditors  in  connection  with  the 
Statutory  Meeting  of  a  Company  registered  under  the  Com- 
panies Acts,  1862  to  1900?  [Final,  June  1901.] 

Give  a  form  of  the  Auditor's  Certificate  required  by  the 
Companies  Act,  1900,  to  be  incorporated  in  the  directors' 
report  to  the  shareholders  prior  to  the  statutory  meeting  of  a 
Company,  in  a  case  where  the  transactions  are  found  to  be  in 
order.  [Final,  December  1902.] 


1 11  come = Tax.— 

Show  from,  the  following  combined  Trading  and  Profit  and 
Loss  Accounts  of  a  private  firm  for  the  year  ended 
31st  December  1899,  and  from  the  profits  of  previous  years,  the 
amount  upon  which  income-tax  (due  January  1901)  should  be 
paid  :  — 


Dr. 


Cr. 


£ 

£ 

To  Stock        

1,200 

By  Sales       ..          ..          . .    17,500 

,,  Purchases 

8,500 

,,  Stock       . .          . .          . .      1,600 

,,  Wages 

5.400 

,,  Rents       from        Cottage 

,,  Salaries  (Partners) 

800 

Property    included    in 

,,  Carriage  . . 

550 

Works      Assessment 

,,  Gas,  Water,  and  Muni- 

under Schedule  A.,  at 

cipal  Rates 

260 

/300  gross        . .          . .         80 

,,  Income  Tax 

90 

„  Bad  Debts  written  off  . . 

140 

,,  Repairs  to  Buildings,  cost 

300 

,,  Repairs  and  Renewals  of 

Plant,  cost 

200 

,,  Interest  on  Capital 

250 

,,  Bankers'  Interest 

80 

„  Rent  of  Works,  charged 

at  6  per  cent.,  on  cost 

300 

,,  Profit        

1,110 

£ 

ro,i8o 

£19,180 

— — ^— 
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The  amounts  of  the  annual  profits  upon  which  the  assess- 
ment of  the  preceding  three  years  was  made  were: — For  1896, 
.£2,450;  for  1897,  £2,950;  for  1898,  £2,700. 

[Intermediate,  December  1900.] 

Having  before  you  the  Profit  and  Loss  Account  of  a  manu- 
facturing business,  what  points  would  require  attention  in 
adjusting  it  for  the  purpose  of  submission  for  income-tax  assess- 
ment? [Final,  June  1894.] 

In  computing  the  balance  of  profits  to  be  returned  for  assess- 
ment for  income-tax  under  Schedule  D,  what  deductions  are 
allowed,  and  what  deductions  are  not  allowed? 

[Final,  June   1900.] 

Assessments  to  income-tax  are  under  Schedules  A,  B,  C,  and 
D.  State  the  nature  of  the  income  dealt  with  under  each 
schedule.  Under  which  schedule  would  the  profits  of  a  busi- 
ness be  assessed,  and  in  what  way  is  the  amount  ascertained 
upon  which  the  tax  is  payable  for  a  given  year? 

[Final,  June  1897.] 

Forms. — 

Give  a  form  of  Register  of  Members  and  of  Register  of 
Transfers.  [Final,  December  1899.] 


96 


EARLY  STAGES  OF  PREPARATION  FOR  THE 


O 


M 
C 

s 
s 

aiqBuanjaj 
aoirciBg 

J  -a             o 

(/)                 o 

uo 
9np  aouBing 

TD         O 
[/>         O 

uopBoqddv 

uo  pasojoua 

junouiy 

TJ         O         O 

n      o     c 

N           O 

juauijo[[v  pun 
uopBotjddv 
uo  anp'[B;ox 

-a      o      o 

c/>        O        O 
m        <n 

pa»oi[B 

S9JBIJS 

jo  jaquin^ 

O         O 

joj  paqddB 

saiBqs 
jo  jaqiuuisj 

o      o 

w         in 

t/i 

2J 

-o 

< 

King  Street, 
Manchester 

Spring  Bank, 
Hull 

c 
_o 

S* 

<u 

Q 

c 

U       c 
a-     o 

£        ° 

o  | 

S    I 

J9qran^ 

P3U9S 

N          . 

uopBoqddy     1 
jo  9;'bq 

ACCOUNTANCY  PAPERS  OF  THE  INTERMEDIATE. 


97 


•c  0 

^ 

3 

tn  O 

,© 

O 

o 

E 

< 

*" 

| 

•8 

a 

u~> 

*C 

s| 

U) 

3^) 

0 

Q 

Q 

£ 

M 

K 

U 

o 

0 

h 

M 

8 

CO 

01 

Z 

JD   en 

< 

3  rt 

H 

M 

a 

M 

0 

0 

< 

<D 

u 

0 

■ 

in 

£ 

h 

0) 

u  u 

jy  <" 

^  ^.2 

00 

s'sKs 

£5 

m 

OJ 

rt 

N 

p 

-c 

V  0 

01 

s" 

f.fc 

en    O 

rt  iu 

3 

^2 

-~r  .=« 

K 

1    * 

•*- 

a* 

o 

o 
s 

U     (V) 

•S  9 

0 

o 

gtfl 

* 

1 

dres 

RED 

-0 

0 

0 

3       5 

8 

H 

0 

u 

■s  8 

«< 

3  rt 

en 
M 

< 

"rt 

S 

X 

s 

0 

8 

o 

8 

-o 

-u    u 

o 

a  0  u  u 

a* 
ft* 

o3  u,I  fi 

ro 

• 
B 

«|H« 

2 

0; 

XT,  M 

rt 

Q 

O 

M  c 
rt 

1        >— > 

9S 


EARLY  STAGES  OF  PREPARATION  FOR  THE 


Remarks 

i 

jajjBnf)  jxau 

01  pJBM 
-JOJ  p9IJJBD 

sjbsjjv 

T30 

73   O 

O  o 

Sj  C 

T3   O 

Q  P. 

IT) 

Cash 
paid 

73  o 

1/!    O 

Total 

Amount 

due 

73  *P 
en  ro 

fo6i  qojBj^;         73  o 
qjH  Suipua     ! 

joj  anp  luay        «-*j  <n 

J91JEn5  }SB[ 
UIOJJ  pJBM 

-joj  iqimojq 

SJB3JJV 

■0,0 

<«    CO 

O 

Is, 

0) 

G 

M 

ftfTS, 

£  a 
w 

li 

u 

°  c 

a 

o 

n 

PQ 

jaqum^i 

CO 

ACCOUNTANCY  PAPERS  OF  THE  INTERMEDIATE.       99 


CHAPTER     XIV. 


HINTS   ON    "TACKLING"    EXAMINATION    PAPERS. 


The  following  suggestions,  although  they  cannot  be  rigidly 
adhered  to,  will  yet  be  found  useful  in  most  cases  in  answer- 
ing the  accountancy  papers  in  the  examinations. 

The  questions  should  always  be  read  through  before  the  pen 
is  put  to  paper,  as  it  is  important  to  answer  the  questions  in  a 
certain  order. 

The  best  question  to  start  on  is  one  of  the  easiest  of  those 
with  a  written  answer  not  involving  figures,  as  the  candidate's 
nerves  may  not  be  under  very  good  control  for  the  first  half-hour 
or  so,  and,  if  a  problem  is  attempted  at  the  start,  inaccuracy  is 
more  likely  to  be  shown  than  if  the  question  is  left  till  later. 
Short  questions  should  be  chosen  first,  as  there  is  nothing  more 
disconcerting  than  being  behind  the  clock,  besides  which  it  is 
better  to  answer  in  ten  minutes  a  question  carrying,  say,  eight 
marks,  than  to  take  forty  minutes  over  a  question  carrying 
fifteen  marks.  Long  questions  involving  accuracy,  such  as  pre- 
paration of  accounts  from  Trial  Balances,  and  writing  up 
Executorship  Accounts,  should  be  left  till  all  other  questions, 
which  can  be  done  without  much  previous  thinking,  are  finished. 

It  is  more  important  to  write  legibly,  and  to  make  good 
figures,  than  to  improve  the  neatness  of  one's  answers  by  ruling 
lines,  though,  if  time  permits,  this  should  be  done. 
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In  questions  requiring  descriptive  answers,  such  as  pro- 
grammes of  different  kinds  of  audits,  or  lists  of  books,  the 
answer  should  be  put  in  tabular  form,  and  numbered  i,  2,  3,  or 
a,  b,  c,  as  an  examiner  will  mark  higher  for  being  able  to  see  the 
answer  at  a  glance  than  for  being  obliged  to  wade  through  a 
kind  of  essay  on  the  subject,  in  order  to  see  whether  all  the 
points  have  been  included. 

Above  all,  the  habit  of  working  at  top  speed  should  be 
fostered,  and  throughout  all  the  preparation  the  work  should  be 
done  as  quickly  as  is  compatible  with  accuracy. 

For  every  complaint  about  hard  questions,  one  hears  a  dozen 
about  "  no  time  to  finish." 


OF  THE 

UNIVERSITY 

OF 
^L'FORt^. 


1907. 

Accountancy  and 
Law  Publications. 

Accountant,  The.    Weekly      

,,               ,,        Per  annum  post  free,  (U.K.) 

,,               ,,                do.              do.        Foreign    ... 

,,               ,,       Binding  Cases       

,,               ,,       File  Cases              

Accountants'  Journal.     Monthly      

,,                     ,,            Per  annum  (U.K.) 

do.         Foreign 

,,                     ,,             Binding  Cases        

,,                     ,,            File  Cases  ... 

,,              and      Bookkeeper's     Vade-Mecum. 

(Whatley)        

,,              Assistant.     (Beckett) 

,,              Code        doz. 

,,               Compendium.  (Dawson)  (2nd  Edition) 

,,                        Diary.      I.                (  Foolscap  1  day  to  page) 
II.             (       „       2          „          ) 

m         HI-           (      „      3        n        ) 

III.a       (     „     3       „       ) 

,,IV.&IV.f.(8vo     i       „       ) 

V.            (    „         2         „         ) 

,,              Manual.  Vols.  I.,  to  X.            ...     each 

Vol.  Ill 

,,                    ,,          The  set  of  i o  Vols 

Advanced  Accounting.     (Dicksee)   (2nd  Edition) ... 

Agricultural  Accounts.     (Meats)      

Ante- Audit.         ...             eachi/-;    \  doz.  5/6;    doz. 

Auctioneers'  Accounts.     (Dicksee)  (2nd  Edition)... 

Audit  Note  Books  I.  &  II.,  each  -6,  doz.  5/-  ;    100 

»i               ,,                 III.        ...       each  2/- ;    doz. 

,,                m                   ,,            ...         50  70  - ;    100 

Auditing.     (Dicksee)    (7th  Edition) 

Australian       Mining       Companies'       Accounts. 

(Godden  &  Robertson) 
Bank         Bookkeeping        and        Accounts. 

(Meelboom)     (2nd  Edition) 

Bankruptcy.   (Stevens)  (2nd  Edition) 

Time  Table 

Pub. 
Price 

NET. 

-16 
24/- 
26/- 
2/6 
3/6 
"/9 
7/6 
86 
2/6 
■/- 

7/6 

6f- 

sl- 

2,1- 

8/- 

3/6 

1/6 

2/- 

5/- 

2/6 

12/6 

10/6 

100/. 

31/- 

5/- 

10/- 

3/6 

40/- 
20/- 
110/- 

21/- 

3/6 

5/- 
7/6 
■16 

GEE  &  CO.,  34  MOORGATE  ST.,  LONDON,  EX. 

rG.IQ07I  W.B.^76.1M607l 


GEE  &  CO.,  PUBLISHERS, 


Pub. 
Price 

MET 


Bankruptcy.  Trustee's   Estate   Book.      (Dicksee) 

each  4/-  ;     doz.          ...         ...         ...  40/- 

,,  Trustees,  Liquidators  and  Receivers, 

Law  of.  (Willson)    (2nd  Edition)  ...  10/- 

Bookkeeping,  Antiquity  of.    (Heaps)         1/- 

u              Elementary.     (Day)              ...         ...  \j. 

,,              Elements  of.     (Streeter)       1^6 

,,              Exercises.     (Dicksee)            3/6 

,,  for  Accountant  Students.  (Dicksee) 

(5th  Edition)     ,0/6 

m               ,,    Company  Secretaries.  (Dicksee)  3/6 
m               ,,    Executors    and    Trustees. 

(Hawkins)          ...          ...          ...  3/5 

M               m    Publishers.     (Allen)        2/6 

»,               m     Retail  Traders.     (Findlay)        ...  3/- 

m               „               ,,     Record  Book.  (Findlay)  4/- 

n               ,,    Solicitors.     (Hodsoll)     36 

ti  m    Technical  Classes  and  Schools. 

(Clarke)              2/6 

Principles  of.     (Carlill)        3/6 

Brewers'  and  Bottlers'  Accounts.     (Lanham)    ...  10/6 

Brickmakers'  Accounts.      (Fox)       3/6 

Builders'  Accounts.     (Walbank)     (2nd  Edition)  ...  3/6 

Building  Societies'  Accounts.    (Grant-Smith)      ...  3/6 
,,          Society  Table  and   Loan   Ca'culations.     | 

(Johnson.)  ...          ...          ...          ...          ...  1/= 

Chartered  Accountants'  Charges.     (Pixley)      (3rd 

Edition)              10/6 

Companies  Act,  1900.     (Reid)            1/- 

,,              ,,         ,,        Duties  of  Auditors  under  1/- 

Company  Secretary.     (Fox)    (5th  Edition)           ...  25/- 

.    ,,          Winding-up  Time  Table            -/6 

Compendium,  Accountant's.  (Dawson)  (2nd  Edition)  21/- 

Compensation  for  Man  and  Maid.     (Wihl)         ...  2/- 

Co-operative  Societies' Accounts.    (Sugden)         ...  5- 

Cost  Accounts    (Hawkins)       5/- 

,,  ,,  for     Small    Manufacturers. 

(Jenkinson)  ...          ...          ...          ...  \Jm 

Multiple.     (Garry) 3/6 

,,  ,,  of  an  Engineer  and  Ironfounder. 

(Best)           2/6 

Single.     (Mitchell) 5- 

,,           ,,            Terminal.     (Nesbit)             3/6 

Cotton  Spinners'  Accounts.     (Moss)          5/- 

D airy  Accounts.     (Rowland)...         ...         ...         ...  36 


34    MOORGATE   ST.,  LONDON,  EX. 


QEE  &  CO.,  PUBLISHERS, 


Depreciation,     Reserves,     and    Reserve     Funds. 

(Dicksee) 

Tables.     (Dicksee) 

Drapers'  Accounts.     (Richardson) 

Early  Stages  of  Preparation  for  the  Accountancy 

Papers  of  the  Intermediate.     (Cutforth) 

Electric  Lighting  Accounts.     (Johnson) 

Engineers'  and  Shipbuilders'  Accounts.    (Burton) 

Errors  in  Balancing.     (2nd  Edition)...         

Examination  Guide,  Intermediate.     (Nixon) 

,,  ,,       Final.     (Nixon)         

,,  Papers  (Questions  &  Answers)  May 

and  November  in  each  year,  each... 

Examinations,      Chartered     Accountants',    How 

to  Prepare  for.     (Carlill) 

Executors  and  Trustees'  Bookkeeping.    (Hawkins) 

Executorship  Accounts.    (Caldicott)    (3rd  Edition) 

,,  ,,  Student's      Guide     to. 

(Carter)         

,,  ,,  (Whinney)  (2nd  Edition) 

Factory  Accounts.   (Garcke  &  Fells)  (5th  Edition) 
Fishing   Industry  Accounts.     (Williamson) 

Forms    of    Accounts.     (Johnston) 

Fraud  in  Accounts      

Friendly  Societies'  Accounts.    (Furnival  Jones) ... 

Gas  Accounts    (2nd  Edition) 

Goodwill  and  its  Treatment  in  Accounts.  (Dicksee 

&  Tillyard)     (3rd  Edition)      

Grain,  Hay,  &c,  Accounts.     (Johnson)      

Grocers'  Bookkeeping.     (Jenkinson)  

Hire-Purchase  Wagon   Trade,  &c,  Bookkeeping 

and  Accounts  for.     (Johnson)       

Hotel  Accounts.     (Dicksee) 

How  to   Read  a  Balance  Sheet.     (Pixley) 
Income  Tax  Practice,  Guide  to.     (Murray  &  Carter) 

(4th  Edition)      

Insurance  Companies'  Accounts.   (Tyler) 

Jewellers'  Accounts.       (Allen   Edwards) 

Laundry   Accounts.     (Livesey) 

Lexicon      for     Trustees     in      Bankruptcy,     &c. 

Bound  Boards.     (Dawson)     ... 
List  of  Members.  (Institute  of  Chartered  Accountants) 

Medical  Practitioners'  Accounts.    (May) 

Metric  System.     (Streeter)     

Mineral  Water   Manufacturers'  Accounts.  (Lund 

&  Richardson)  ... 
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Pub. 
Price 


Multiple  Cost  Accounts.     (Garry) 3/6 

,,         Shop  Accounts.      (Hazelip)         3/6 

Municipal  Accounts.     (Allcock)        IO  5 

,,         Finance  for  Students 2/6 

,,         Internal  Audit.     (Collins)           3/6 

,,         Rating.     (Pearce) 5/_ 

Newspaper  Accounts.     (Norton  &  Feasey)            ...  10/- 

Parliamentary  Companies.     (Keen)            ....         ...  \j. 

Partnership  Accounts.     (Child)     (4th  Edition)     ...  2/6 

Pawnbrokers'  Accounts.   (Thornton  &  May)         ...  3/6 

Personal  and  Domestic  Accounts.     (Ibotson)     ...  1/- 

Polytechnic  Accounts.     (Calder  Marshall)            ...  3/6 

Printers'  Accounts.     (Lakin-Smith)             ...         ...  3/5 

Professional  Accountants.     (Worthington)           ...  2/6 

Publishers'  Accounts.     (Allen)         2/6 

Quarry  Accounts.     (Ibotson)             3/6 

Rating,  Municipal.     (Pearce) 5/- 

Retail  Traders,  Account  Book  for.     (Day)          ...  5/- 
Rights  and  Duties  of  Trustees,  Liquidators,  and 

Receivers,  Chart  of  the.     (Willson)        1/- 

Shipping  Accounts.     (Daly) 3/6 

Shopkeepers' Accounts.   (Quin)     (2nd  Edition)     ...  2/6 

Solicitors'  Accounts.     (Dicksee)       3/6 

Some  Legal  Terms      1/- 

Stamp     Duties     and     Receipts,      Handbook    to. 

(Lakin-Smith) 2/6 

Stockbrokers'  Accounts.     (Callaway)         3/6 

Student's  Guide  to  Accountancj' 2/6 

Table  A.      [Revised]      -/6 

Terminal  Cost  Accounts.     (Nesbit)            3/6 

Theatre  Accounts.     (Chantrey)        3/6 

Timber  Merchants'  Accounts.  (Smith)      36 

Tramway  Accounts.     (McColl)        10/6 

Trial  Balance  Book,  " Handy"          each  -/j;   doz.  5/- 

Trustees,  Chart  of  the  Rights  and  Dutiesof .  (Willson)  1  /- 
,,        Liquidators,    and   Receivers,    Accounts 

of.     (Dawson)      ..           3/6 

,,        Liquidators,    and    Receivers,    Law     of 

(Willson)     (2nd  Edition)            10/- 

Underwriters'  Accounts.    (Spicer  &  Pegler)         ...  3/6 

Urban  District  Councils'  Accounts.      (Eckersley)  5/- 
Vade-Mecum,    Accountant's    and    Bookkeeper's. 

(Whatley)          7/6 

Van  de  Linde's  Bookkeeping.    (2nd  Edition)       ...  7/6 

Water  Companies'  Accounts.     (Key)         3/6 

Wine  and  Spirit  Merchants'  Accounts.    (Sabin) ...  5/- 

Woollen,  &c,  Accounts.     (Mackie)              ...         ...  3/6 
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COST  ACCOUNTS  OF  AN  ENGINEER  AND  IRON- 
FOUNDER,    THE.      Price   2*.  6d.  net.      By  J.  W.  Best, 

F.C.A.  The  first  portion  deals  with  the  Engineering  and  the  second  with  the 
Foundry  Department,  and  numerous  forms  of  books  and  accounts  are  given  and 
explained.  

DEPRECIATION,    RESERVES,     AND      RESERVE 
FUNDS.      Price  3s.  6i.net.      80  pages.      By  Lawrence  R. 

Dicksee,  M.Com.,  F.C.A. 

This  Work — which  is  Vol.  XXVI.  of  "  The  Accountants'  Library"  series — 
deals  fully  and  impartially  with  the  most  Debatable  and  Important  Subjects  in 
connection  with  Accounts. 

It  is  divided  into  Twelve  Chapters,  with  a  Complete  Index,  and  is  the  most 
Exhaustive  Work  upon  the  subject  that  has  yet  been  issued. 


EARLY  STAGES  of  PREPARATION  for  the  ACCOUNTANCY 
PAPERS  of  the   INTERMEDIATE.      By  A.  E.  Cutforth, 


A.C.A.     Price  25.  6d.  net. 


ELECTRIC     LIGHTING     ACCOUNTS.     Price   5s.    net. 

Over  140  pages.    By  George  Johnson,  F.S.S.,  F.C.I.S. 
This  Work— which  forms  Vol.  XXIX.  of  "  The  Accountants'  Library  "—deals  very 
fully  with   the   Accounts   of   Electric   Lighting   Companies.      It   is   divided    into   18 
Chapters,    and    contains   a    set    of  pro    formd    transactions.       With    a    complete 
index.  

EXAMINATION  GUIDES.— INTERMEDIATE  AND 
FINAL.     Price  35.  6d.  and  5s.  net  respectively.     By  John  G. 
Nixon,  Junr.,  A.C.A. 
These  Books  have   been  compiled  in  order  to  provide  Accountant  Students  with 
a  series  of  the  Questions  actually  set  at  the  Examinations  of  the  Institute. 

The  Questions  and  Exercises  include  practically  all  those  set  from  December 
1893  to  June  1903,  and  have  been  divided  into  sections.  They  have  been  arranged, 
according  to  subject,  in  alphabetical  order;  the  dates  when  they  were  set  being 
also  given.  

EXECUTORS    AND   TRUSTEES,    BOOKKEEPING 
FOR.  By  L.  Whittem  Hawkins,  A.C.A.  84  pages.  Price  3s.  6d. 

net.  Contains  full  and  explicit  directions  for  keeping  the  Books  and  preparing 
the  Accounts  of  Trust  Estates,  supplemented  by  a  Specimen  Set  of  Books  and 
Examples  of  Statements  of  Account.  The  Specimen  Set  of  Books  is  specially 
bound,  so  that  it  can  be  examined  side  by  side  with  the  text  relating  to  it. 

EXECUTORSHIP     ACCOUNTS.      Third    Edition.     (2nd 

Thousand).  Price  3s.  6d.  net.  Revised  under  the  FINANCE  ACT  and  brought 
up  to  date.  By  O.  H.  Caldicott,  F.C.A.  Containing  a  COMPLETE  SET 
of  TRUST  ACCOUNTS  with  explanatory  text. 

EXECUTORSHIP  ACCOUNTS,  STUDENT'S  GUIDE  TO.     About 

124  pages.  Price  3s.  6d.  net.  By  Roger  N.  Carter,  F.C.A.  (Senior  Honours 
Institute  Examination,  June  1893),  Joint  Author  with  Mr.  Adam  Murray,  F.C.A., 
of  "A  Guide  to  Income-Tax  Practice." 


EXECUTORSHIP  LAW    AND  ACCOUNTS.      Second 

Edition.    Price  7s.  6d.    Revised  and  brought  up  to  date  by  Frederick  Whinney, 
Junr.,     B.A.,     Barrister-at-Law,    assisted    by    Arthur    P.    Van    Neck,    M.A., 
Barrister-at-Law. 
Containing  an  Epitome  of  a  Will  and  a  Set  of  Executorship  Accounts.     By  Arthur 
F.  Whinney,  F.C.A. 

FRAUD  IN  ACCOUNTS.     Price  3s.  6d.     This  Work  deals 

with    the   methods    of    circumventing    Frauds  on  the  part  of   both  Employees 
and  Directors,  and  shows  how  they  may  be  detected  at  an  early  date. 

GAS     ACCOUNTS      (Vol.     VII.     of    "The    Accountants' 

Library.")    By  the  Editor.     Price  5s.  net. 
This  Work— which  comprises  128  pages— deals  fully  with  the  Accounts  of  all  classes 
of  Gas  undertakings.     It  contains  an  Introduction  and  Seven  Chapters,  and  a  Full 
Index  is  appended. 
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PERSONAL    AND    DOMESTIC    ACCOUNTS. 

J.  G.  P.  Ibotson,  A.C.A.     56  pages.     Cloth.     Price  is   net. 


By 


PUBLISHERS'  ACCOUNTS.  Price  2s.  6d.  By  C.  E.  Allen. 

This  Book  deals  fully  with  the  nature  and  practice  of  the  Publishing  Business, 
the  method  of  recording  the  Transactions,  and  the  points  to  be  noticed  in  connec- 
tion with  the  Audit  and  the  Treatment  of  Copyright. 

RIGHTS  AND  DUTIES  OF   TRUSTEES,  LIQUIDATORS,  AND 
RECEIYERS,  CHART  OF  THE.     Price   is.  net.     By  W.    R. 

Willson,  B.A.,  Barrister-at-Law. 
This  Chart,  which  gives   at  a  glance  a  bird's-eye  view  of  the  leading  features  of 
the  offices    of   Trustees    in    Bankruptcy,    Liquidators,    and    Receivers,  is  specially 
designed   for  the   purpose  of  assisting  Accountant  Students    either  by   way    of  an 
introduction  to  or  a  summary  of  the  important  subjects  with  which  it  deals. 
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SOLICITORS'*  ACCOUNTS.       Price     3s.     6d.     net.       By 

Lawrence  R.  Dicksee,  M.Com.,  F.C.A. 
This  Volume  is  designed  to  meet  the  requirements  of  either  large  or  small 
practices.  The  system  of  Accounts  advocated  is  clearly  described,  and  numerous 
alternative  methods,  suitable  under  various  circumstances,  are  fully  dealt  with.  The 
work  contains  a  fully  worked  out  set  of  pro  forma  transactions,  illustrating  the  correct 
method  of  keeping  each  book  described. 


SOME   LEGAL   TERMS,    or  Introductory  Lectures  on  Law 

for  Accountant  Students.     By  a  Barrister.     Price  is.  net. 


STAMP  DUTIES  &  RECEIPTS,   HAND-BOOK  TO. 

Price  2s.  6d.  net.     52  pages.     By  H.  /     ^n-Smith,  A.C.A. 
The  Book  contains  a  full  discourse  upon  "  Re*/         ^particulars  of  the  duties  and 
fees  payable  upon  the  Registration  of  Compare         /  )eath  Duties,  and,  generally, 
the  rates  and  particulars  of  all  the  more  imrr  p  Duties  now  in  force. 


STOCKBROKERS'     AC  Price     3s      6d.    net. 

By  W.  D.  Callaw.  /  xountant. 

The  unique  system  of  Dealing  and  A  -brains  on  the  London  Stock 

Exchange  is  fully  explained  in  this  >  ontains  a  Glossary  of   Stock 

Exchange  Words  and  Phrases,  a  r  .     ,  and  an  Appendix. 

HFSC6 

STUDENT'S    GU'  JNTANCY,    THE. 

This  Work  gives   a  '*,  offered    by   Accountancy  as  a 

profession,  an  ?  the  Y  .ce  thereto,  and  points  out  to  the 

Student  the          ■'s  »s  articles  to  the  best  advantage. 


TF  .NG   &  ACCOUNTS.    Price 

.Glasgow  Corporation  Tramways).     Vol.  XV. 
AZz  ountants'  Library." 

y  thorough  and  up-to-date  methods  in  operation 
ih  to  uways    Department,  and   will   be    of  considerable 

service  to  Tramway  Officials  and  others  interested  in  Tramways  both  here  and  in 
America.  The  entire  System  of  Accounting  is  clearly  and  fully  described,  and 
facsimiles  of  all  the  Books  and  Forms  recommended  are  given. 


TRIAL   BALANCE   BOOK,   THE   "HANDY." 

Price  5s.  per  doz. 
This  little  Book  is  designed  with  a  view  to  meeting  the  modern  demand  for 
efficiency  in  all  that  appertains  to  the  Counting  House.  The  Account  Headings 
are  printed,  and  ample  space  is  allowed  for  extraordinary  Headings,  so  that  all 
that  is  required  to  ensure  a  Perfect  Balance  is  to  fill  in  the  figures.  The  scheme 
of  arrangement  is  sufficiently  wide  to  embrace  all  kinds  of  Businesses,  and  the 
method  adopted  is  simplicity  itself. 


TRUSTEES    IN     BANKRUPTCY,    LIQUIDATORS 
AND   RECEIVERS.   THE   LAW    OF.     2nd   Edition. 

Revised  and  Enlarged.  Price  ios.  net.  By  W.  R.  Willson,  B.A.  Oxon.,  and 
of  the  Middle  Temple,  Barrister-at-Law.  Being  a  succinct  statement  of  the  law 
on  those  subjects  as  established  by  the  latest  Statutes  and  Decisions,  written 
analytically  for  Students  with  a  view  to  the  Examinations  of  the  Institute  and 
Society  of  Accountants;  with  a  large  Chart  illustrating  the  leading  features  of 
the  offices  of  Trustees,  Liquidators,  and  Receivers. 


WATER     COMPANIES'     ACCOUNTS.     Over  80  pages. 

Price  3s.  6d.    By  Frank  Key,  A.S.A.A. 
This  Work— which  forms  Vol.  XIX.  of  "The  Accountants'   Library"  series- 
deals  at  length  with  the  Accounts   of  Water  Companies,  and  describes  the  various 
necessary  books.     The  system  advocated  is  illustrated  by  full  pro  forma  Accounts, 
and  extracts  from  the  Acts  of  1847  and  J9°2  are  appended. 
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